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CHAPTER I ' . ' - 

THE- LEGISLATIVE CHARGE AND CONCEPTS OF COSTING 



INTRODUCTION 



This /first chapter reviews the Legislature' s iiit;erest -in information 

the cost of instruction. *It provides'^a Brief discussdon. ol-the 
of actors^ precipitating the legislative request for such^ information:^ 
^and documents" the directive to the Gommisision. A procedure for. 
developing* a costing system that will, be responsive to the 
^Legislature's interest is presented. ^ ' \ ' , 



THE-^LEGISLATIVE CHARGE / 

■ . . - ■ . * . ' ' .y ■ ' . ■ ■ /■■. 

. . - ■ ■ ■ . , ^ ■ ■ ' / ^ . •. - 

In his 1979-80, MaI;ysis - of the -Budget Bill ^^^^^^^^ Analyst 
recbmmerided thalt the Commission develop comparable cost-?of- 
instruction .data f 9r the three publi<: segments. The- full text of the 
Legislative Analyst's comments follow^. x 

We recommend tfiat the California Postsecondary Education 
CommiTssion (CPECJ be 'directed .to develop tcShparable. costs;; ■ 
of a)- instruction, by major disciplines and level of • 
instruction, and b) support services, inJtMfi. three public . 
higher education se^ents, and .submit ^^^elilninary report 
to the Legislature by March l,xl980- 

There have been a vaxiety.of attefiapts in recent years to 



secure comparati,ve^ data on the cost of higher education 
programs :■■ ^-^'^ 

'/ (i) In,>1965, SCR 51 directed CPEC's predecesfior^ the 
Coordinating Council on Higher Education, to clevelop an 
annual report coniparing salary levels and benefits of 
Cajtifomia institutions with those in other states.* 
This indirectly facilitated comparisons between the two 
/California segments then in existence.. 

(2) In 1971, SCR 105 directed th^ Council, to' report 
uniform data on costs of instruction for the three. * 
segments of higher education. This ^as only partially 
complied with and eventually suspendea 4ue tff 
methodological problems. ! ^ ll 

(3> '*In 1978, supplemental language to the Bi&get-^ill 
directed CPEC tb , develop common definiti/ons for 
reporting graduate FTE: A preliminary report has been 
distributed. " ' / . . 



. . In spite: of these effoifts, the Legislature still lacks the'' . 
• r data necessary to make iritie r segmental program cost 
comparisons . - . / 

In addition to the historical .concern, the emergence of 
■ the community colleges as the. single largest' item of state, 
support for higher education raises, new questions about 
the equity of funding between the segments. In the next 
^ section :af this analysis we, are recommending the inclusion 
of coimnuriity colleges in the annual QPEC report on 
salaries and benefits. The^inclusion of salaries paid al: 
/community colleges will provide one important source of 
comparative data. However, much additional infonnation is 
necessary to assist the Legislature in ./evaluating the 
allocation of state support betWJeeh t^e. three segments of 
higher etiucation, the distribution of support within each ' 
'sagment, and the merit of 'requests for prograni increases. ^ " 

Becausi^ -of f the variability found between prrograms , levels . 
o£ instructign, and support services ,__we~recommend that 
se]paratfr. cost and staffing factors \be developed fot each 
of these elements. This task logically 'falls to CPEC, the' 
' agency created specifically to foster an, intersegmental 
: Appj^ach to higher education. TKe development of 
comparable cost and staffing 'factoris is basic to any 
attempt to interrelate the ^ segments^ \ and " thus should be 
r;. given top. priority by the agency." A dleadline o"f March** 1, 
,1980> would provide Sufficient time ^or the agency to 
"develop ;preliminary factors that could be reviewed in 
hearings on the 1980-81 budget./; 

Subsequent discussion before legislafe^e committees • and with t}ie 
Legislative Analyst's staff resulted/in an agreement that_thelCpm- 
mission", would undertake a~feasibility"stW usef ul- 

ness of cost-of-instrtiction.data for California. , Under this agree 
ment the Commi,?sion was to develop a feasibility study that would: 

1. Ide'ntify alternative prog;rams capable of generating cost-of 
instruction data; / ■ , 

2. Discuss the "usefulnes;s" of such^ data in planning, 
management, and bud^t review; and " 

3. Document the cost of implementing each alternative. . . 



RESiPONDtNG TO THE CHARGE: DEVELOPING A "CQSTING SYSTEM" " 

The key requirement of arly costing system, \*hether designed for 
education ^ government, or private industry, is that the system must 
. respond' to. tijk needs" of those who witl use the cost infijrmation,-^ The\ 
Vcc«5ting systA'develdped in this report is intended to respond to tSie* 
jLegislature's perceived interests, with. considerations ptbi^ided for 
the inteyrest^s of the segments and the Commission, In,spection of 
pHpr- legisi<^tive directive,s, i^iterpretation of - tlie/^ Legislative 
Analyst ' s recijmfendatipn, and a review of the manner in which^ isii^fLlar 
cost data ^rie employed in other ;st,ates, suggested to Conraiission staff 
that the Legislature's interests lay in the developntentt^f cost data 
that; would meet some or all of the following objectives : L / ^ 

- .>.:--^---.-. "3"'":7 ■ 

1. Document^ to ^ grater extent^. than presently possible, the . 
, * ^^^'i^itures associated with specific educatfonai activities; 

2. '* Pemiji: inter- , and intra^egjmental cds^ c'omparis'ons between\ 
. siimiiar educational activities using ?;ompa;rabl©^^,measures of 

'Costs;" *' . ' -A • ' ' ^ • ■ ^ 

, 3, Employ comparable" measures of cost to ensure, g^pprppriate 
'\ ' levels of funding for similar^ activities amohg^^aij'd "between " 
segments; ' : ' »i. ' ■ ' 



4. Predict, with. greater- certainty- than presently /possible, the 
^ /impact -of dhanges " in State'-level educational policy upori^ 
. ^ segmental funding needs''; and . 



5. Aid in the development of new student charges where such 
charge5, ar^ 4 based upon the cost of providing educational 
1 ^ support to studejjit_s^^ ; ' ^. - " 1 ^ 

These objective^ axe by no means all JLhclusive, nor are Vhey 
;;necessariiy consistent with those pursued by other staties that have 
Dped cost-6f -instruction information. While detailed 
nation, regarding the motives '^f other states* has been- difficxiiit 
1/ the available literature suggests i^hatt ^ 

5ome' states have develojped cost-of-»instruction information 
for decidedly different reasons than those identified for 
i California. • , ' ' - * 

^ . ' ■ ( ^ • , ' — 

Some statefs use -cost-of-instruction information for different 
purposes, than those envisioned for California, 

Some^ states embrace the cone ej^ of inter- and ifitrasegmental 
cost Comparisons while others specifically »' reject this 
notion. / 1 -* ' 




^. Some s^ta ties develop cost-^of-instructibn data with the primary 
intent of utilizing the*' data- in \ sijite\levej, b;idget 
' ]^ reparation and review, while -other slates employ the data^ 
for campus-based planning and management:, purposes only. 



5. Some i^tates claim^ success in establishing iiater- 'and 
intrasegnental cost comparability standards whilfe others 
; . appear to have abandoned hope' of doing so . ■ 

Clearly , the factors influencing the' development .of cost data, the 
purposes' for which the data. are employed, and the degtee to which the 
data are utilized inter?- and intrasegmental/ campus comparisoij^ 
vary dramatically among those states that have implemented cost-of- 
instruction programs. The experiences of other states do, however, 
. appear to be consistent on a number of poiiats. 

t ■ ■■ •. . - • r \ ' -• • ■■ V . 

, 1* Few states .apf>ear to have realised all of their original - 
objectives in employing cost-of-instructioa data. 

, 2. Nearly every state that has developed cost-oif-inst?ruction 
data has experienced some level, of difficulty |n establishing 
conrparability standards. : ^ /i^- 

. ■■ ' ■ . '. " ^ '■ . ' ^ y \ 

3. Most statfis hiave found th^t the development of cost-of- 
instruction information has taken much longer. than original!^ 
anticipated. ' , . 

The five arfeas of perceived Legislative interest in cost-of- 
instruction information are founded on the validity o^f one "or bath of 
:;^>the following assump'tiohs: . , » 

1. that- cost-o£4instruction data can be developed "in. a manner 
that accurate ly represents spec j^ic educational activities; 

2. that measures can ,b(e developed to permit the use of tfie ' 
• . f omparable , cost data iA inl!|ir- ^and intra^egjaental com- 

* parisons . ' v - 

■ " . ■ ■ ' " * - ■ ~ ■ . . ■' ^ 
Thes.q are two exceedingly^ in^ortant points. If accurate cost data 
cannot be developed, or if coniparability* standards cSnnot be estab- 
lished,' some or all of the Leafslature'** s interests will no t^ be' 
addressed. The reipainder of xhis chapter is devoted to an 
examination of the issues ofkaccusacy and c^jparability. 



The Pursuit Accuracy: Resolving Methodological Differences : 

Differeaces in c^t* data ■among campuses/segments 'may arise because 
differeat •proce<mres are employed 'in the preparation of data. Such 
differences are termed methodological differences. They emerge when 
iqdividual judgments are exerc^ised on' issues 'such as: ' 



1; Substituting surrogate 
' unavailable; 



diata where actual da.ta are 



■ - ■■ ■ . -■■ - ■ ■ ^ ■ 

' 2. Establishing instructional . cost /objectives and activity 
structures; ^ 

: 3. Assigning costs to particular "activities ; 

4' ^ .- ■ ' ^ • 

4. . Translating costs from one accounting system to-another; and ^ 
•• , • ♦ • •• . ■ 

; 5. Implementingu faculty time and effort reparttng" systems . 

In 'the last decade the National 'tienter for Management Systems,. 

has developed standardized procedures for. developing cost- 
of-instruction (Jata. The^ NCHEMS systeril has received substahtial 
publicity, evaluation, and, in many states^, /acceptance a^ the 
.costing system that most effectively minimizes methodological 
differences*. ; ^ 

Subsequent chapters will describe the NCIffiMS costing methodology in 
greater;. det^l; however, the NCHEMS procedures for developing cost- 
of -instruction data at. the campus level can be summarized .in the 
following fiye_ steps : . ^„ ^ - : : _ _ ; — ^ - - 

■ ■ ' ' ' . ' , . ' ■ ' ** ■ ' " ' '■ V 

1. Campus expenditure data ar& translated from a canipusTbased 
accounting System into a staterleyel, standardized accounting 
structure called the Program Classification Structure (PCS). * 

• 2. ActdLvity surveys are» administered to faculty, and sal«ri§s , 
benefits, etc, , are prorated among selected elements of the 
PCS (instruction, academic administration, etc.) based upon 
) each faculty member's actual work patternv ' 

3. Campus'^ "overhead" expenses (libraries, plant maintenance, 
executive management, etc. ) are prorated among instructional, 
^research^ and community service activities, using formulas 
applicable to the particular overhead category . (For 
ex^lCc, plant operation expenses ' are often assigned to 
specific instructidnal^disciplines, hased 6n the - square 
footage utilized by each academic department.) 



4. To develop the cost per student credit unit taught, the total 
crost;^ of underwriting -.ia particular academic discipline (the 

/ sum/^^of stieps 1 through 3) is d.ivideS by the numb^^r of credit 
'units taught in: the di^ciplin^ (and if desired by level of 
instruction). , . 

B ■ ■ . , • ■ ' ■ . \ , 

5. To obtain the cost per credit unit taken ; by student major (and 
if sdesired by level of student y>< the cost per credit unit 
taught by each academic discipline is distributed, to student 
majors based on ictiiaX student enrollment records to obtai^n 
the cost per credit unit taken by student major (and if 
desired by level of sthdentOT 

Of • these £ive^ procedures, only steps 1, 2,vand 3 are susceptible to 
methodological differences. The NCHEMS >- costing procedures 
established far each of these steps serve to minimize the potential 
if or methodological differences in cost computations . The NCHEMS 
costing procedures, however,* cannot guarantee complete accuracy 
because: ... 

; 1. Some campus accounts cannot be readily or directly translated 
. . ' ^ inte^ a corresponding PCS account. In such instances the 

judgment of a -eafflptts..^^dministrator regarding selection of the 
* appropriate 'account t?aaslation^ procedure may introduce 

- methodological differences. ' . • . ■ 

2. faculty-activity survey instruments are usually administered 
V on a self-reporting basis at a . specif ic time during the 

__„^c4demiic year . 'Therefore, ^he potential exists , for 

individual- facult^^ tb misreport their activities , inten- 
tionally or inadv^erteVtly, and thCireby introduce errors in 
the allocatijon of . theifc salarie;^ \o . specific educational 
activities , l^urther, the "snapshoot" nature of the survey 
procedure; assumes that faculty activity during tie period in 
• which the surve'^ is; administered accurately represents the 
• J faculty member's activities for the entire academic year. 
This assumption creates the potential for misapplication of a 
^ faculty member's salary to his/her actual activities ' 

throughout the academic year, 

3. . The foOTula^ employed to distribute institutional "overheadV 

costs to instruction, research, and ' community service are 
usually general in nature, and may not be precise enough to 
ensure that each educational activity receives its "fair" 
sh%re of institutional'^overhead. The potential exists for 
oiie or another academic department , research centef, or V 
V V community service program to be assigned either more or lesi 
. » than its actual share of the campus's overhead costs. 



In .sum, while the NCHEMS -procedures have done much to ensure the 
precision of cost-of-instruction computations , the potential^ exists 
^for certain methodological differences to ' crteep into the process, 
•affecting the accuracy ^of the resultant data. It should be noted, 
- however, that methodological dii^f ei^etrces exist in all costing 
efforts. - ^ . ' . ' , 

The PursuiVof Coinparabnity: Dealing with Functional Differences 

Functional differences arise in cost data due ,to differepces ai^ng 
institutions in. thier instructional,, research, andAor 'conmiututy • 
service programs. Such: differences are usually based 'upon, 
differences in institutional "character"— differences that involve, 
the 'personality" of the campus. In general/ fjmctional differences 
at the canipus level ^are difficult to desciribd arid^often i]np.o«©ible to 
. ; quantify . These differences do, however, have the potential to' 
influence the outcome of cost-of-instruction da^a to the point Xhat 
comparisons of . apparently similar activities of two campuses become 
questionable. 

' - ■ . \ • . ■ \ ■ V" ,■ ■■■ : 

Functional differences may emerge in a variety of ways . Some of the 
more readily identifiable sourtes of functional differences ar^: . 

^1. In,stitutional roles and missions, 

■ . . - ■ ■ ■ -.*■■■ 

^ 2. Constituents and their attendant influence on campus . 

. 'services^^- : . 

'3. Degree of institutional "maturity", 

Gimpiis scale economics > 
5. Geographic location, 
' ? ^ . Campus and/or segmental governance structures , 

7. Program quality, and 

8. Revenue sources and the availability of funds. 

The elimination of methodological differ-ences, while an arduous and 
painstaking process, can be achieved or, at the least, pursued ^to a 
high level of resolution. .Functional differences are by definifcion 
irreconcilable and will be a factor in all attempts at cost compar- 
* ability. ' , ' . / 

..There are, of course, significant 'functional differences amoog 
California's three public segments of higher edacation. The 

• . : ■ • ; ■ . ■ ■ : ■ V ■ ,■ ;v ■ ' ■■ ■ 
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University, bf California emphasi^ses research and graduate' studies. 
The (^alifornia iStatfe University and Colleges ij^ oriented toWards 
undergraduate instruction and- programs through tha master's ievej., 
Tfe^ Calif orni^ Community . Cblleges^^ to^itted to public service 
activities and two-year academic and vocational education jJrbgrams . ' 

These .functional differences , es'fe^lished under , the 1960'^ Master - 
Pl£n, act as inhibitors to' intersegmental comparability. This. does 
not mean, however, that all. educational activities supp^ by .one 
se^ent are,, by def inif^on; noncomparable with thbs^of\the other 
se^ents.. - Comparisons ' ; of -^eemipgly similar activities among • 
segments should not be deemed inappropriate solely. on; the basis of 
differentaation of function, but ♦ rather as a result of close 
inspections of the activities to be compared, / ' 

'The Usefulness of Cost Data iq a Practical Settihg V^: * ' 

• . ■ ' .. ■ . .. ■ . ■ • . • '. ' ■ . , ■ 

The- NCIffiMS^co literature 2/ suggests that inett^dological- and 

functional differences can' t)e ameliorated by jiibVi'ding a detailed 
program description j for each set of jprqgram cost data- that is 
employed in interinstitutional cost comparisons^ NCHEMS further 
suggests that those responsible fol*^ marking 'the comparisons ahpuiy 

direct cost» comparisons' in those instances il^he re 
programs differ significantjty. in scope and ob^iective, 

. . ■' •■ '^.v . : * . ■ . ,. . ■ - ■ 

Given that both inethbdblpgical and functional differences ar^pres- 

^ent. in' all- cost-pf-t>instructidn^/ computations , how useful can the data 
be whdn viewed in terms of the five^legisiative objectives identifi^ed 

.earlier? Unfortunately , the-experiences of educators familiar with 
the, Costing procedures provide only lipaited guidance in responding 
to the quels tion, / * ^ . 

For exanipltf^, .Harold L, 'Enarson, President of Ohio State University 
observed 3/: . - . • . * 

: Skepticism about the usefulness of stuident unit cost data . 
extends from internal administration.', to external use by ' 
state controlling boards^ and state officials.. As most : 
ipublic institutions, face, at best, cifear stability .(more V* 
typically, serious enrpllment declines), the traditional 
.student unit cost -data appear to serve poprlyV To use such/ 

, data as . the major buiWing block:^ for determining 

appropriation levels is; to ignore reality and invit^ ' . ' ; 
indefensible and iJtotoTLerable. cuts , * \ ^ 

David' Brown, \f:xeGutiye Vice President for Academic Affairs and* 
Provost, Miami University, pressed the same point with even greater 
vigor. In speaking to the issue of ; planning and managing for the 
eighties 4/, ^r, Brov^n exho;cted college "of ficiaj.s to: : . ' 



Subvert a^ll attempts idp standardize cost data collection. ' 
. . The V ;.ut of ; . th^ college, as among many- 

. instijtutiohs , is its freedom, not its efficiency. , . . The . ' 
collection of coii5)arable interinstitutipnal data, beyond, ^ - 
/ fundamental statistics such as enrollanents and budgets, is 
\ (much like atomic energy) , vtoo risky to be worth dping. ♦ 

S^Etaking to the same issu^^* but from a different viewpoint, George 
Weachersby,x Commissioner far' Higher Education in Indiana, noted' 

institut^^l. ';^nd state-level staff in IiiSiana are 
' iairly cQjpfortable with the cd^sting methodology being used, 
given that' average cost . information i« being collected. 
Most of the comparability problems have "been resolved, • 
^ although, it was felt that one more iteration of tlie cost 
study would be useful.. A key action that helj^ed resolve trife ' 
comparability problems was to require reiconciliat'ion of the 
cost study data with institutional' financial reportsv 

The ^ew 'York Departm'ent.' of Education 6/ expressed a spmeraat similar 
sentiment i^ its Fall 1979 issue of . PS? ^ 

.Despite the problems of interpretation presented by these 
(col5t-of-instrtt6tion} statistics , ' it can be valuable for' * 
both, institutional and State-level planners.. It can point - 
to areas th^at deserve closer scrutiny, either as potential 
trouble spots or examples of effective practices. , 
Regardless of its ultimate applications this measurement "< 
reflects only one aspect of higher educatipn. It is^^nly in\ 
.Conjunction with other statistics and trends that it becomes 
a . useful indicator of status and perforihaace. v 

- ■ ^ ■ ' " ^ ■'■ • " ^ 

While educators will undoubtedly continue to deliberate: the merits 
of gathering c6st-of-instruction data for some time to come, there 
are some points on which most obse3rvers agree. - v . 

1.. Thie primary requisite of cbst-pf-ihstructipn data is- thaty' 
they must be accurate. To the maVlmuto extent possible th^ 
data must be free of methodological differences.. 

2. Cos t-of -instruction data provide only. g[uantitative activity 
/ measu They do not, nor can they be manipulated to, 

provide a qualitative assessment of educatipnalvac^ 

3. Cost-of*-instruction data describe only the cost portion of 
; the cost/benefit equation. The presence of cost dat:a in the 

absence of corresponding benefit data can lead to the 
assumption that educational benefits are all of equal 
V, V \ ■ quality. , ' / • • 



Interinstitutional (or intersegmental) co^raarisons* eicqplpying 
cost-of-instruction data as the primary"^t^^^SB^^ camp arisen 
must include an assessment of the functioaajj: differences 
between 6r among , the institutions to be compared. Cost-of- 
iristruction data are relatively meaningless unless tempered 
with a (Jescrii^tion of the .characteristics of the institutions 
involved in tie comparison. ^ 

The utility of cost-of-instruction data is somewhat limited 
by. the ^inability of both laypersons and professional 
educators to understand .the da€a properly and tp view them in 
^^heir proper perspective • ' ' 'tr ^ 

Cost-of-inistruction data usually measure* average costs. Many^ 
legislative and executive/ 4)rancy decisions deal, more with 
marginal cosft considerations (e.g; , hoW onuchi^^ditional money 



is required to. fund a specific increase in or another 

educational activity) than with aVerag^ costs . ^ To- < this 
extent, the aviilabilit3^"*''of^^erage cbst data does not 
significantly ".aid those concerned: wit^* marginal cost 
decisions. ? ■ 

Cost-of-instl^ction data are something of a duJl-edged sword. 
Whil^; data that are properly computed and appropriately used, 
can provide . valuable insights '"into selected, educational 
activities, data that fare not can /have: a substantial . 
deleteridus (and potentially lasting) effect uptfn the basic 
fiber o^ aa institutabn and/or segment. * . 



a^APTER II .. . 

COST-OF-INSTRUCTION PROGRAMS IN CALIFORNIA 

. ■ - ;■ ' . ■ V ■ •'. 

INTRODUCTION , 

Thiis chapter traces the xnvolvemeat of thp legislative aad executive „ 
branches in cost-of -instruction studies from ISh^l to the present. 
The participation df the Coo^inating Council for Higher Education 
ia^^ch study is also disfcussetj. The^concept of program buda^jing is - 
i^tr^ucjftd and. the impact of tfeis^ concept upon State s'upp«t for 
publics^stsecondary education is documented. * 

■ • . . ' - ■ ■) * ■■ " ■• ■ ■ ■ ■ ' 

THE CALIFORNIA PUBLIC HIGHER EDUCATION COST AND ST^ISTICAL ANALYSIS 

Two months "after his appointment as the first Dtrector of' the Coor- 
dinating Councit for <ffigher Education, Dr» John Ri^chards reported at 
'the Council's November 1961 meeting that Council staff was working 
closely with the public segments of higher .education^^to develop 
uniform accounting and reporting procedures. Dt. ^Richards 
considered these ^activities esfeential if the Council were to make 
valid comments and recommendations on the general level of support 
sought for higher education. The Council unanimously adopted a 
resolution calling fqr the Regents, Trustees, and the State Board of 
Education to cooperate "with ^ the Council in, the development of 
accounting and reporting procedures which produce comparable data 
from the segments of public higher education for use by thV.Council." . 

The Council's 1962 Budget Report to the Legislature stressed the need 
for the foCTu^ation. of new uniform definitions for such terms as 
•"student," "FTE,*! "part-time student ," and "computation- of 
attendance." / ' 

In Jilne 1962^ Dr. Richards presented a progress report on the 
development of comparable systems of records 'fjr^Caiifornia public 
higher education. While he indicated some prog2?il§ss had been made, Ke 
a-dvisfed the Council that it "was going to be a long and difficult 
task." \ V ^ 

Finally, in September of that year. Dr. Richarrds repo^rted to the 
\^ Council that the segments had made substantial -progress toward a 

comparable systeta of accounts. He recommended that the cost and 
, statistical study which had been outlined for the -Couhcil begin 

immediately- as the second step toward implementing a continuous cost 
, and statistical analysis of public higher education. Director 

Richards described the magnitude of the task oi an accounting and 

budget classification changeover for the then S,tate Colleges from 
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, the system employed by, and inherited from,i the Department of 
Education. That system was patterned afti^r the accounjferstructure\ 
recommended by th^ U.is, /Office of Education for 43^entary and 
secondary schools. Xhe new syisteim was based on the classification of 
accounts as set forth ini College and .University Business 
Administration , Volume I. The changeover placed both the University' 
and the State Colleges on a comparable basis of financial reporting, 
vfhich was described as "the lessential foundation stone to providing 
comparable functional preseri^tions and meaningful cost d^ta," 

Whire resolutions were adppted by the Trustees, in^ December 1961, and 
the State Board of Education, and the Regents in January 1962, to 
implement' uniform definitionsj- of budget terms j[ and ^e use of 
identical systems of budget classification by all three segments, 
the State Board of Education continued to use its ^existi&gf, 
elementary/secfondary classification for the Junior Colleges >o 

Diiring the summer of 1963, forms for the California Public Higher 
.Education Cost and Statistical ^Analysis were distributed by the 
Coordinating Council to each campus ^tb obtain data for Fall Semester 
1963 -arid Spring Semester 1964^ The study was designed to examine the 
costs of higher education by level and by segment and to abllect 
■other kinds -.(jf relevant data. The purposes of the study, as 
anaounced tiie Council, were: - w . 

• • to make available quantitative data in the gieneral 
areas 6f instruction and research, administration and 
general, . Bfeysical plant operation and maintenance, axtd 
physical plant utilizatijp/i which woul^ ' be useful in the 
development of a more economical i^hd educationally 
effective operation of California's public institutiohs of^ 
^ higher education and Which would facilitate the 
comparison, inte*^rrelation, and in,teirpretation of ' 
expenditures and 'plant utilization — both intra- and inter- 
iilstitutionally and among the segments of public, higher 
education.' 7/ 

The stated objectives of the Analysis included: ^ 

The collection of data upon which to help determine 
out-of-state tuition, review facilities utilization 
standards, validate and improve assuioaptions concerning 

^ ^ comparative costs, and; iassemble data relative to the . 
* operation of ancillary services. Conduct of the study has 

..-^ not been for the Council's benefit alone. Data collected ^ 
will assist administrators in all segments as they make 
inanagement decisions relative to their own institutions. 
In many instances the Analysis will make available 
comparative data of a sort never before provided. 8/ 



The results of the Goiincil's. study were distributed to the- Department 
of Finance, .the Legislature, and aii campuses in June 1^65.. The 
study covered the existing sixteen State ^College campuses, five 
University campuses, and seventy junior Colleges. It presented 
instructional cost data, for each standard discipline derived through 
a faculty actiyit^y analysis ; an. inventory of classes ; ah analysis of 
costs of. supplies , equipment, and. clerical assistance; an aira lysis 
of V supporting "^taff (counselors, ;^ departmental administrators, . 
rib'r^4?iies and librarians) and institutional and student administra-* 
tions. The data also prqvide^d the first' statewide facilities 
inventory and facility-utilizatiqp data; 

The Council described the Analysis as "an important example of an 
inter-institutional and inter-segnaental cooperative effort toward 
developing more accurate and more valid management tools* It is an 
effort, onbe begun, which should not cease but should be continued so 
as to maintain a current, comprehensive bjody of data." 9J- 

PROGRAM BUDGETING 

Although the Analysis riepresented the first major ^ffdrt of any state 
to design .^nd produce a comprehensive istudy of tjie co&t3 of hi"giier 
education in its public institutions, plans to continue the effprt 
were dropped in 1966 when the Legislature and. the Administration took 
a series of steps .to place^.%Jli, of State government under a 
Progranpirig and Budgeting Syst^^^^ ^ ' 

In 1962, the Assembly'/Interim Committee on and. Means sponsored a 

study by Griff enhagen-Kroeger Associates on the desirability of 
i^ndertaking loi^g- range budget planning for the State. In its; report 
to the .Committee in January .1963, 10/ the firm recommended an 
automated system .of program budgeting as the best approach to long- 
range 'budgettplaiming.. The Ways and Means Committee held djpen . 
hearings in June 1964 to review this subject.. In. 1966, stimulated by 
the spread throughout the federal, -goveniment pf the successful 
. sjrnthesis of program budgeting antf'^ost-ef f ective analyses ■in^.t^ 
Department of Defense, the Governor and Director of: Finance issued a 
series Management Megos 11/ directing the development of a 
"programming and budgeting system throughout State govexnoment.. 

The Coordinating Council sought a new rpie in. budgdt review .in order 
to: fulfill, its charge under the Education Code to review the annual 
budget and capital outlay requests of the University' aqd the State 
College systems. The Council determined that it should p.lay ' a 
leadership,' as well as a cobrdinatiing, role in the installatio:n' pf :a 
comprehensive program and performance budget and reporting systsin/. 
and that it should simultanepusly study, and evaluate various progi*am 
areas. within the segments. • ' ^-iV"; 
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This change in role brought about many studies of academic, discir- 
plihes, suqh as agriculture, engineering, environmental design, 
criminal justice, law, teacher education, and nursing. Other 
studies were directed toward institutional activities, such as. 
continuing education, faculty wqrlcload, the. Northe^stfe^rn. Calif ornxa 
Study, and manpower needs^ in specific areas, 

The first ^step in the development of- a PABS for; higher educati\)n 
cal'led for translating the mission of an 'institution into a program 
structure supported by statements of objectives, need, and 
authority, accompariied by a description of the elements of each 
program and program workload pl^ns , A schedule fo^ segmental 
implementaion of the system was developed by -the Council in 1967> 12/ 
The Council noted that one of the majdr prbbleims in applying PABsTo 
public higher education was the quantification of purpose, • In 
applying systems analysis to most organizations , the end product 
goals can .be quantified. In higher education, tlje principal^ end 
products are educated students, additions to thk fund of knowledge, 
and otjietr institutional, services used, by the public, ^: ' 

. ;•• •■' " ■ '■■ ■ .. ' ■ .-^ % i' ■ 

After several years of trying to implement a PABS, theiState (and the 
Council) reverted back to an" annual line item budget, not only for 
.higher education but for State government as a whole, , ^ ' 

HOUSE RESOLUTION 376 - ■ 

House Resolution 376 Cl9$8y directed the Council to undertake a study 
of highly expensive, specialized, dimited-use academic programs and 
facilities, with the objective of concent^rating such programs and 
facilities at, strategic .locations in the public ^segments , thereby 
effecting a reduction in total' cost to the State, In particular, 
programs., in engineering and the performing arts were' c^Sed in the 
legislation. The Council was . to provide a preliminary report in 
r970j> and a final report in 1971*. 

The^ preliminairy report, A Survey of Educational Offerings and 
Academic Plans . (May 1969) , was directed primarily to the question of' 
identifying hi;gh-cost prbgramis/ The report: examined existing 
instructional programs in terms of degrees awarded, student majors , 
and student credit hours produced. Proposed hfej)J"srp grams in each of 
the. "critical" subject fields were also examk^W ^ The report 
identified twenty subject areas that warranted ;fli^^^^^ in 
light of the data that were analyzed* » ' - 

The final report in response to HR 376, Higher Cost Programs in 
(jalifbrnia Public Higher Education (March 1971), examined the 
enrollment in every class section offered by the thr§e , public * , 
segments, as well as facility costs. The data cl^early demonstrated 
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that small clasisT^size was t;he principal factor leading to high unit 
teaching costs. Almost 92 percent of the variations in unit teaching 
costs were due to , variations in teaching Assignments. A^coef ficient 
of correlation of 0.96 was found between unit teaching costs and the 
reciprocal of weekly student' class hours. Unit costs in the sajne 
disci.pline varied among campuses by as much as 35 to 1, largely 
because of, instructional assignments and class size. Thef report 
noted that by eliminatiAg unnecessary proliferallion of programs and 
classes and by eS^tablishing segmental policies that would eliminate 
small classes at the ^dergraduate level (nine or less students) an. 
estimated savings of $35 million could be achieved. . The report 
identifiejl many subject areas in which there appeared to be 
unnecessary duplication. .Finally j. the report recommended and 
established new program review procedures for proposed and existing 
,pr6grams that are essentially those currently used by the t^ouncil's 
successor, the Poi^tsecondary Education Commission. 

.«»'■■■'. ^ • ■ ■ 

SENATE CONCURRENT RESOLUTION ibS (1971) . ^ 

Senate Concurrent Resolutioii 105 (1971) called for the University, 
the State University and Colleges , and the Community Colleges to 
advise the Coordinating Council annually o£ their full costs of 
instruction in a format detepnined by the Council. The^ Coordinating 
Council was to submit its first report on the cost of 'instruction in 
1972. 



The Council and the segments determined that the nfethod should ie 
consistent with the cost-findiag principles and procedures being 
. developed by the NationaL Centex for Higher Education Management 
Systems ^ (NCHEMS) at the Western Interstate' Commission ^^n Higher 
Educatibn (WlCHE*).* / 

■• ■ ■■; : ■. ' .- - . ■ ■■ ■ \ . , '. . [ / 

These, cost-finding principles had their roots in the California t 
Bublic Higher Education Cost and. Statistical Analysis published in . 
1965 by the Coordinating *Council..^ Although the Council discontinued 
its cost-of-instruction studies when .the State launghed its 
Programming and Budgietihg System X?ABS) , the s'taff and its Director - 
continued to J^omote : and extend the system they had developed in .the 
earl#1960s. ' The NCHEMS' efforts, developed as. an outgrowth of t&^ 
WICHE Managemieiit Information System progr^ 

Tlie. /'WI CHE -MTS" Project tad its inception in December 1966,^'when 
Council sta$f met in San Francisco with representatives of state 
coordinating agencies and othe'rs to discuss a proposed i^iterstate 
exchange of higher education data and information. In Janukry l967, 
the WI CHE Director of Special Programs met with Council staff to 
discuss the unit cost study being considered by the Council for 
California institutions, in .1968. His letter to Council Director 
Willard Spalding stated in part:. 
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• . . we might bring these'' two elements (common definitions 
! and procedures, " ai^d unit cost analysis) together by 
suggesting to other * Western states the possibility of 
conducting the unit cost study simultaneously Vith 
Caliiomia using C CHE definitions and procedures. .. ' 

On March 23, a letter was sent from ,WICHE^ id interested State agen- 
-cies describing Conversations with the Council aid the. National 
Centelr for Education Statistics (NCES),. ''Tbe National. Center was 
interested in seeing a unit-cost study develop, and recognized the 
need „for extensive financing for such an effort/ Eleven, of the 
'twelve western states, responded af f^rmativeiY to WICHE's March 23 
proposal for the study. V. ' . 

A task force was foifme^ to initiate the design of an' inter- 
ins titutibnal , interstate , hi-gherreducation /:ost/bene'f it analysis 
system. A brie^ statement of the objectives and .guidelines for the 
project was developed and sent byWICHE to various foundations and 
federal agencies for possible funding. The project was lSirf.ginally 
funded for one-half million dollars, and since then supplemental 
funding approaching eight digits. has been provided. Even though the 
project was. based on Council-developed cost analysis procedures , it 
was too l^rge' an effort for tt^e Goui^cil to. guide and was 
appropriately placed in WICHE. Jhe project of f ice/ is now known^as * 
the National Center ^ for Higher Education Management Systems ' 
(NCHEMS) . . ' 

It wa^ this sys^tem of cost-finding principles and proce3ures. that the 
Council and the^segments selected to use in respdnding to SGR 105. 

The Council:' s first alinual report in response to SCR -105 was'' 
•published in October 1972. ^he report made cost assignments only to 
the sub-program level .\ CSee Figure I.) It stresse<^thj2 need for 
campus' reporting at lower activity levels for futiir^ reports.. The 
first report did deyelop. some costs at "the program ckte^ory ; le^el but 
the^e were at the segmental level' qnly— not by campus . 

The report concluded that the definitionar problems^' of th^^ mid-1960s 
continued to exist, and noted tjiat the. Community Colleges were still 
using the California School Accounting Manual^ which ^s also used by 
the public elementar3r and^ secondary schools and, in the Council's 
view, not appropriate to higher education. A copy o£ the Coiiftcil's 
"Findings and Conclusions"^ appears in Appendix A. 

■ « ' .. V ' ■ ■ ■ ■ 

The second annual report in response to, SCR 105. was published in 
1973> The report incprpdrated several improvements over tie 
^^^^^^^^P^^^' again did not break down . costs mnthe^ than 

sub-ftrbgram level and program category 'costs were developed at - the 
segmentar. level only— not by campus: (See 'Figure 1. )/^he niaj or 



iJ'igure 1. The Program Classification Structure u|ed . 

in the Coordinating Council's .1972 Cosi'S^ 
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xmprovements were: (1) inclusion, of teachaiiijl assistants in the 
University's computation, and (2) inclusion of: nonbudgeted funds in 
all 'segments, except for Atomic Energy Commission operations, 
Agj|in,» de!finitiT)nal problems, as well jas the, Community Colleges uise 
of the California School Accoiinting Manuat, were cited as .major 
obstacles that would have to bd overcome in future reports before the 
intent of SCR 105 could Be realized, / • 

The "Fino^gs and/ Implications for Future Reports" prepared pursuant 
to the 1973 study appear in Ajppendix E, Many ctf the concerns for . 
methodological an^ functio"nal ^iifferences discussed in Chapter I 
appear in this -material, but .are framed. in terms of Calif ornia's 
public S3p;stem of higher education, ^ ^ 

The'tfiird annual report under SCR 105, which was is^sued in February 
1974, indicated^^-^considerable^ progress . ha/i been made, by the* 
University and State University systemis in implementing the format 
of the* Program Classification Structure developed . by. NCHEMS,^*. 
However, the^ Community Colleges continued to use their -r^ld 
accounting ^tructu|:e, which was not 'Comparable, ..The "Recommenda- 
tions for Future Reports" (Appendix C) noted that the -studies had 
goEfe ^s fat as possible in determining^ ^he> co^ts of "instruction 
because of the limitations\^impo^ed-.by curfe^^^^ 

made several recommendations ^* the -^^^ created Postsecondary 
Educati on Cdnunissionv should it decide 'tp coRtinue tlxe series of 
annuaX reports, : ^ ' / ^ 
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CHAPTER III i • " ; ^ v ^ 

THE USE OF COST-OF- INSTRUCTION INFORM^^ IN OTHER STATES 

■ • ■ ' J ', ■ • ■ * • " . •' • ^- • ■ * • 

.-INTRppUCTION :\ - ^. . 

This chapter summarizes the responses to questionnaires otTcoSt^ of 
instruction sent to oth6r states. It analyze^ those responses to* 
determine how many sta€fe«. develop co'st-of-instruct^ion data, how 
costs are dtf^ermined, how tkhs^aita aggregated, and how the data is' 
use^. • ^ ^ y - ^ 

o ■' J , . • ' / ■. ■ ■ , ' ■• ■ : :/ ^' /• . . ; - . " 

THE SHEEO/NCES SlKVEyjv • *" \. : ' 

. ... .-^ - • . ■■■■ . ■ ..." ;• . • / . 

Vftxen .Commission -staff receiited thevcharge from the Joint Legiislative 
Budget^Committee to study thg; feaiyi'bility of conducting annual cost- 
of-instrvfiction studies in Califbmia, it. determined that an 

examination of these activities in other states was warranted. 

■' .. . • . ' ■ ■ - • ♦ ■ ' ■ ■■■■■■ 

The. . Staff Sought and received cooperation from' the SHEfiO/NCES 
Communication Project. SHEEp acronym for the organization of 

State\^igher"Education Executive .Officers/ 3'n^^ the ilational Center . 
for. Education Statistics (NCES)* have /established a cormnimication ; , 
network .with representatives from each of^the xfifty states, ^nd U.ff! ' 
territories H, . ' " 

In March J980, a (Jhestionnaire was 'sent to the State SHEEO/NGES 
Communication Network. R(»presentatives. asking "specific Information on/ 
the extent to which eachi state; h^s develpped antf utU^ information! 
on the costs of ih;struction. * (A copy of the questionnaire is 
presented in ' Appendix • J). ) Thirty-one states responded to tke 
questionnaire. Alt" res^toses and enclosures 'were forwarded to the 
^lommission for review and Analysis, 

ANAIfYSIS OF RESPONSES 

In response to the principal question, does your ttate presently 
?^^^^°P ^°s^'°^'i^struction data for public anS/^ independent , 
institutions: \^ j 

Eighteen of the thirty-one states which responded (58%). 
indicated they did: ^ 



One state reported that its 4ffort had just tfegun and that the 
data were too new and uncertain to be useful; 



-19- 



One state reported that its data wei^very rough and the study 
- r was being discontinued; and \ ' ' ■ ■■ I * 

■ . . ' / ' ' \ ' ' 

One state reported it was developing a sysliem- * j ,^ t 

Of this;tota,l of tw6nty-T)ne states, -\. ' i I 

Eight reported that they collected data annually; : . 

Four collected 4?ta biennially;: , ^ ' " i ' 

One would not rep*at its data collection; and ; ; . . 

Eight collected data agigregated to as^few as six subject area 
. classif icationsis • j 

^ Of the renwiiniiig ten respondents , eight states? indicated thiey did not 
develop co'$t-of -instruction data , : the response, f roni^orne| was unclear 
(the enclosures related to budgetary fonnulak) ,^ and one reported it 
had attempted a study several years ago. but was uiisucce,ssful because 
of 'tte wide diversity among its institi^t ions, ' . . 

Of the twenty states that cuj;i^ntly compile cost-of-i^struction 
da t:^, two \ indicated their studies involved only ^four-yeai? v 
institutions. In two other states, dat^ was .colleicted independently / 
by separate governing bpards for community colleges and senior 
institutions. ; • ; 

Fifteen of the twenty states which had developed cost-of-instruction , 
data, either annually or bietmially, differentiated these data by 
level of student and/or level of instruction. One state used only 
three levels of instruction, 

Nineteen of the twenty states indicated • that their data were 
differentiated : by discipline and/or^ program; Wiile most (15) 
differentiated ^ these data by ^ the REGIS taxonomy of instructional 
programs, one\^ate aggregateSi (}a.ta into six general areas of study, * 
one- used nine classifications , one used sixteen classifications, and 
*one. used thirty classifications. 



USE OF COST DATA 

Fourteen states (45% of the respondents) indicated that the cost (Jata 
were used in the- budget review process; two other states (6%) 
indicated they were used to develop subsidy fopaulas. Twelve states 
(39%) declared that these data were used in program review, and -seven 
(22%) indicated the data were used for- faculty staffing. Eight 
states used the information to determine tuition and fee levels. 



t)iie State developed costs of instructioii as a projection .of ^budgetary 
needs .for its institutions . " ^ 1 V • ^ 

' ■ r ^ ' ,:. . ' ;■ - . ■. ' . •' ■ , ' V^V- 

: One 'university systei placed a caveat oip; its. repo^,, notiiig that cost 
data should not be .viewed as the appropriate lev^ of funding for 
quality education, , Oqe state specif ically noted thW its d^ta^^ w^ 
too new to be- of value, except for possible internal\nsti|u^ 
use; It cautipned tKe reader against any cost, compari^is and cited 
six limitations of the' data. \ . • 

I- Twelve states reported that the data were employed by " individual 
campuses, the various boards , and the legislative and executive^ 
branches of government. Two states :.reported that the data were used 
only for ihdividtia I- campus- self-study purposes, * ^ 

TERMINOLOGY ^ . V - ^ - ; 

. ■■ '. ■ ' '■ ■ ■ ^ ■ ■ . 

There appears, to be some confusion about the meaning -of the term 
''cost of instruction",'"" Thi-re also. api)ears to .be wid^ differences of 
opinion on what should be included in Instructional costs, o \ ^ 

■ ■ ■ ■ ■ ' '■ ■ ''^ ■ * 

/No less than twelve states responded to the questionnaire hf >J 
enclosing budget formulas, budget allocation procedures , or similar 
documents, that were used to generate resource^; In general j those ' 
documents established staffing ratios by discipline, and added 
predetermined percentages of total- faculty salary costs for support, 
administration, libraries, general., expense, student , service^ 
. (related to istudent headcount) , an^ physical plant maintenance ^ 
(related to^ square -feet), . " 

Sopofe states computedV**costs" on the basis of\funds appropriated per 
; FTE, Others^omputed only direct costs (faculty, fringe benefits and 
' direct instructional support), per student credit hour. Only two of 
the^ thirty-one states computed full costs annually and a[ third ^ 
derived full cost data biennially . The latter reported that the 
process was too-complex and too costly for more frequent studies ,^ 

SYSTEMS DEVELOPMENT *\ . - ' . 



From the respondents* enclosures, it w^s apparent that it hl^d taken 
most states from three to five years to generate the data to develop 
a costing methodology. Some of those states cautioned against using 
the data in .segmeAtal or interstate comparisons, * Comparable 
accounting systems and definittonal problems appear to be the crux -of 
the costing mechanics . ' ^ . • 
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Computer hardware and/qr'sqftware do not appeXr to present a problem- 
in the development ofra costing system* ( 

The thirty-one states which responded to the- ;SHEEO/NCES question--/; 
^naire were:' " -V.' • .... ..." ^ 



^" Alaska V 
J. Arizona 
3.- Co lor ^o o 

• 4, ♦Cqnh^^'tiicut^ 
5. Florida^* 
6f Idiho/ s ^ . 
Ti . : Illinoj.s ' 

Iowa- • .. 

9. Kansas 

10, Louisiana'' 

11. Maryland 
' 12. . Michigan 

13 . Minit^sot^ 
14*. Missouri 
15 . Montana 



l6. * Nebraska 
. 47V^-. New Jersey • , 
. .18 ::* NefW^>York . ' ' , 

19. North Carolina: 

20. >Ohro : / ^ ^ 
; • 21. . OklahoDaa , ; 

/22. PerDlsylvania^ " 
23. Rhode Island ^ 
' ' i4v South Dakota 

25 . Tennessee 

26. Texas 

. . 27 . ; Vermont^ 
28. Virginia » 

: ' 29. < Wekt Virginia ^ 
30; Washington 
, 31. . Wisconsin 



A tabulation of. the responses is. presented in Appendix E, 
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CHAPTER IV 



COST ANALYSIS IN POSiTSECONDARY EDUCATION AND VARIOUS COST-OF- 
INSTRUCTION METHODOLOGIES . 

INTRODUCTION ^^^^^^^^^ ' ^ . . : , ?v^; .^. / 

This chapter traces costing from a generalized concept to a jspecific 
methodology capable of generating cost-of- instruction inf oimattph. 
The NCHEMS costing system, is explored: and four specific cost-of7 
instruction methodologies are described. 

DEFINING COSTS, UNIT COSTS, AND PERFORMANCE MEASURES 

As with most major concepts, that of "cost^* is .difficult to define. 
Definitions of "cost" tend to depend upon one.'s .viewpoint. For 
example, students generally view costl^ from a consumer viewpoint, as 
a fee or , charge preceding matriculation. Financial analysts define 
costs as funds required to obtain various goods and services.. Those 
concerned vJith the State budgeting process usually th^ costs as 

the amount of State, federal, and/or. local funds employed to 
underwrite J.ast year's activities and the: amount; that will be needed 
to support ^next year*s programs. Cost accountants interpret 
educational costs in yet another way, as fiidancial resources applied 
to, produce specific units of searvice, 
'■ ■ ' -■•«,-•..'_ 
The definition of "cost" is also influenced by .the objectives 'sought; 
and the manner in which costs \are classified. Costs, are often 
reported as: ' ■ ' - ^ f ■■ 

1, Historical Costs - costs derived from past expisnditure ^ 
patterns;/ ^ 

2, Projected Costs - futiire expenditures estimated . on the basis 
^ of past experience; or / 

3, Target Costs - standardiziftd iWels of 'eicpenditure established 
; as a spending objective, . * 

Costs may be alternately classified as: 

1. Direct Costs - costs readily attributed to a specific 
attivity or condition; 

2, In(iirect Costs - costs assignable to an activity which 
provides; a support function for another activity; or 



3. Full Costs - the total cost of supporting an activity 
conditionl the. sum of direct and indirect costs. 

Costs may be viewed -in terms of the^r stability \^th respect to 
volume or activity. When considered in this manner cost's are often 
categorized as: ' . 

1. Fixed Costs - costs that, are stable with respect to a 
^ particular volume of ac1:iyity; . 

2. Variable Costs - costs that are predictably dependent upon 
the volume of ^ particular activity; and 

^ 3. Semi-variable Costs - costs which. are typically variable,^ but 
" do not change in a linear relationship with changes in volume; 

Considering/ costs from the viewpoint of their recurring nature, often 
yields the following differentiation:. 

1. Operating Costs - costs incurred in the fiscal period in which 
the activity will take place; 

2. Capital Costs - costs of projierty, and/or equipment ; intended 
to last beyond a specific fiscal period. 

rThe permutations and combinations of cost viewpoints (and therefore 
cost classifications.) are endless, the determination of what a 
"cost" is, or is not, is also^ubject to 'vatious definitions. All 
. cost defii^itions have a common heritage however , and that heritage is 
the intended use of the resultant data . The five legislative 
"objectives" for the use of cost data described in Chapter I can be 
employed to narrow'' thie range of cost definitions and bring a measure 
of order to the manner in which costs are da^^siified.- 

The legislative objectives suggest that "cost" should^^^^^^ defined in^ 
terms that relate segmental funding support to the lievels.of educa- 
tional "service" provided, i.e. , dollars should be linked to . 
subsequent performance, ^uch .a definition of "cost" permits the 
Legislature to look. backward and determine the relationship between 
services' rendered and funds provided. The same definition 
inextricably links Jcosts to expenditures and permits the interchange 
of these terms without loss of meaning. 



CLASSIFYING COSTS AND ACTIVITIES ■ » 

The ; campus is the smallest unit in California's postgecohdary 
educational enterprise that supports a full, range of educational 
activities ;^ therefore , the canrpus becomes the basic building block 
of any cost-classification structure. . , >t\ . . 
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Campus-based accounting systems have evolved to their present state 
in response to a variety of coinpeting interests. One of the primary 
requirements of these systems is that they must support the day-to- 
day operation of the campus: they must facilitate the payment of 
receipts, for various goods and services; ensure that faculty and 
staff receive regular, timely, and predictable salary payments , and 

• provide a firm base for fiscal audit and management control. 
Institutional "size" and complexity, campus ' role and mission, the 
relative magnitude and variety of funding sources, and local, 
segmental. State, and federal reporting requirements, all play a 
jole in the character of campus-based fiscal ' reporting systems^. 
Segmental accounting systems tend to*, emulate their campus 

. countjBrpairts - While orie^itad more towards, multi- campus planning and 
management than to day-to-day operation, segmentgil systems are, by 
necessity, designed to gather and report fiscal information -along, 
campus lines. 

Existing campus and segmental accounting systems will not, in their 
present form, directly support the development of comparable 
cost-of-instruction information. Minor revisions to the systems 
used by the University of California and the California State 
University and Colleges must be effected. In the case of - the 
Community College system, an entirely, new accounting structure must 
be adopted. ... 

The call for a uniform. State-level post-accounting system is 
neither new nor unique. The Coordinating Council's 1972, 1973, and 
1974 Cost Studies cited the absence of such a syst€»m as one of the ; 
major impediments to thie effective use of cost-of-in%trudtion data 
in institutional, segmental, and statewide planning. Both reports 
urged both four-y^ear public segments / to work , closely with 
representatives of the legislative and executive branches toward 
development of a statewide accounting system. , ^' 

Since these reports were issued, the University and the State 
University have, through their own efforts, and in response to 
executive branph directives, made considerable progress toward the 
developpoent of a cAnparable, uniform. State-level fiscal-reporting 
capability. The system that has emerged in recent years has been 
used primarily to support the. State's annual budgeting process. 
Under this. . system, segmental an|| campus fiscal' information is 
published in summary form in the Governor ' s Budget , using the State- 
level fiscal reporting structure. An exterpt from the 1980-^81 
Governor' s Budget that illustrates State-level data for'the four- 
year segments appears in Figure 2. 

While significant progress has been achieved in the use of a common, 
State-level accounting system by the University . and the State 

University, the California Community Co llegeis have been la*rgely 

. •■ ■ ■ . ' ^ ■■ . , . ■ - 

; . ■ ■ : / • • ' * 
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Figure 2. 

THE CALIFORNIA STATE UNIVERSITY AND COLLEGES 



Examples of the State Level Cost Classification System 
Employed in the Governor's Budget 



Prognm CUuiH i Wt ioa 
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ACADEMIC SUPPORT: 
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Audiovisiul Scrvica . 
Compwtiaf stppofTt 
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STUDENT S&VICE: 
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/FOUNDATIONS AND AUXIL- 
lARY ORGANIZATIONS 

TOTAli SUPPORT BUDGET 
EXPENDITURES 



■ Souree of Funds and Prop o aed Program Use^-^^ocal "Year 1960-61 

Otaieai Stadeat 
Food fuod$. 



S323,474.6U 



54.6894)12 

27.789,830^ 
11.030;580 



12,864.593 
4,793.069 
1.003.698 
2.872.69S 

21.886.475 
11.654.066 
24,755.464 
34.317.192 
98091.686 
8.846,782 
3.158.046 



$18,930:240 
.5.561.139 
3.581.695 



491,370 
34.123 
35.039, 



557.221 3,189:631 



K707.457 
6,151,431 
194)04,251 

Tt69,953 
, 5399.461 
7.954.181 
4^94.460 

9.390^712. 

8^60 
W.792 

13.100iO0O 





(Jtaer 


Totab, Aii FunS 


fuods . 


foods 


: Aaouat 


fierceot , 






5542,404,851 


44J29 


t 




5.561,139 


045 




* ■ • 


3.581,695 


0L29 


• — 


77.782 


77.782 


04)1 




458J02 


.458j02 


O04 






55,180382 


4.51 






10,657,664 


087 






27.824,869 


ZX7 






11,030580 


O90 






3,746.852 


031 


. I 




12,864493 


1.05 






19,500.526 


. 1^9 


554394.386 


567.390 


62,816,905 


5.11. 






21,876,946 


1.79 






27,056,428 


2J;r 






17,653427 


1.44 






32,709,645 


2.67 






38,711,652 


. 3.16 




3.694.060 


111476,458 


94)9 






8346.782 


072 






3,980,406 


033 




18,637.954 


19.045,746 


146 




18^.723 


18444,723 


141 


39.400000 


116,600.000 


169,100000 


13.81 



S542;404.851 
(54^;W.851) 

$77,782 
(77,782) 
S458402 
(458402) 
S104.604,074 
(55,160123) 
(10623441) 
(27,789,830) 
(11,030580) 
SI 18,079,100 
(3,746,852) 

(12,864.593) 
Jl9,46547U 
(62,816,905) 
(19,185479) 
S22O21O660 
(22.843464) 
(16019352) 
(32434,757) 
(34417,192) 
(101.985,746) 
(8,846,782) 
(3.462,867) 
$37,182,677 
(18,637,954) 
(18,544,723) 



5852,608461 $118325095 594.494486 $158480211. $1424,608,453 10000 51.023,017,446 



UNIVERSITY OF CALIFORNIA 



SUMMARY OF PROGRAM 
REQUIREMENTS 
State Funded Programs 
lostniction: . 

• CcneraJ Campuses 

HeaJUi Sdcaco 

Summer Scuions 

Uoivenity E;iteTak>n 

Research l ...^.....i.^i^J....:.;. 

Public Service.. 



Academic Soppoff: 

Libnffies 

Other. 



Teaching Hospitals , 
Suidem Services.:., 



tnstitutioaal Support . 

Operation and Maintenance of Plant 

Student Fmancial Aid ..... 

Auxiliary Hnterphsea 



Provisiooa for Allocation ^ 

Fixed Costs and Economic Factors.,.....^ 

Specxai Regents' Programs ................. 

TOTALS. BUDGETED PROGMMS ™ 



78-79 




80^1 


1978^79 


....12,338.35 


12,327.46 


. 12,571.22 ' 


$308,398,739 


.... 3.975.70 


4.663.90 


4.770.28 • 


- 136,725.392 


.... 355.85 


36002 


. 360.02 


5414.477 


.... 1.377.51 


1408.99 


1.208.99 


36.763.899 


.... 3.0I2,7W 


2,63ai03 


2.630.03 


73.118.027 


1,132,88^ 


1404.98 


1418.48 


33.810.648 


.... 2450.91 


' 2,183.38 


2,193.88 


37.097.053 


.... .2,144.34 


2,59178 


249178 


58468.034 


15.745.39 


14.477.31 


14.477.31 


377,138.095= 


... 2.766.01 . 


2,850.76. 


2,850.76 


66.087.937 


... 6.003.78 


' 6449.25 


6.258.25 


102C58 1.431 


... 2.993 


3407.75 


3.368.73 


. 87.972.997 








33.134.567 


... 2,r3o.oa 


1.709.62 


1.70^.62 


72.082.640 




-809 


-949 





1^ . . - . 2_ 18411.967 

36466.51 54.85743 35461.37 SI. 466.706. 123 



1979^ 
S360.573.I24 
138,374.041 
5.659.396 
41.704,702 
84.718.721. 
38,789.188 

67.066.510 
67,762425 
. 451^i41i619 
70i6j«)l597 
ll$a6r|879 
.•99^478 
31^^2,939 
$7SS|i7.395 
,2^.125 

C JM13.924 
iSK727£350.063 



1980-^1 
S367.790468 
163.985.491 
3.659.396 
41.704.702. 
86443421 
39.656.988 

67473.060 
70176425 
494457.619 
71.442,397 
119.461.879 
102.868.978 
32.063.939 
. 9U736.395 
38433,738 
39.426.170. 
^ 23.250.703 
$1.3315.4324)69 
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Source: 1980-81 Governor's': Budget 
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exempt from the process • The relatively recent separation of the 
Community Colleges from the . Department of Education,- and the 
historically close ties of districts to^heir local constituencies 
for the majorit:y of th^ij^ fiscal support, are but two of the reasons 
for their exclusion from the movement toward the use of a common 
State-level fiscal reporting structure, 

-As indicated earlier, one of the primary requisites of a program 
designed to develop cost-6f-instruct*ion information is the e^cistence 
of a common framework for describing activities and reporting costs. 
The State- level fiscal structure currently used by the piiblic four- 
year segmehts for budgetary review meets this requirement but 
suffer;s .somewhat from intersegmental noncomparabilities 13/ and too 
high a level of data aggregation. The fiscal structure presently 
used by the. Community Colleges is not only incompatible with that 
employed by the other two public segments but imsuited to the 
development of cost-p^-instruction data. To facilitate the 
development of meaningful cost information — infoniii^aQri tifeat will 
promote the Legislature' s; objectives of comparability! and 
uniformity — a new accounting structure and activity framewbriE. must 
be implemented for the Commftmity Colleges,' In addition, selective 
.modifications must be esffected to the accounting systems presently 
used by the University and State University systems. 

The ProgramClassification. Structure (PCS) developed by the National 
Center for Higher Education Management Systems, provides a method 14/ 
which , can be used by the segments to classify program activities and 
identify program costs. The PCS is highly compatible with the State- 
level accounting structures presently used by the University and the 
State University, 15/ Jn addition, the PCS is the most widely used 
classification structure for the development of cost-of-instruction 
information. The national popularity of the PCS 'as the basic 
framework for : the develo|>ment . of educational cost data provides an 
additional advantage to California- because use of the PCS 
facilitates the interchange of selected cost information with 
^ institutions anid segments in other states. 

An,*" expanded treatment of the PCS appears in Appendix F, An illus- 
tration of the. PCS structure appears in F.i^re 3;.. This structure 
classifies all. pos«econdary, educational activities performed at the 
campus or segmental level into one of nine major programs: 

1, In^|bs5iction 

2, Research - 



9 .. 



Figured 
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^ 3; Public Service - 
4 Academic iSujpport , 

5. Student Service .1 ^ 

.6. Institutional Administratioa . ' 

.■ ' ' . , : : ' ■■.->. 

7. Physical Plant operation^ ' 

8. Studentv- Financial Aid v * 

. 9^ Independent Operations 

These nine programs , and associated subprograms, provide a compre- 
hensive system f or identif^j^ng institutional activities and their 
attendant costs. When conducted within the PCS, data collection may 
be undertaken oil an interinstitutipnal basi^ without regard to 
differences in ' organizational i5truct,|^es, internal activities, or 
funding sources. In addition to serving as a basis for common data 
collection, the PCS's "universal" framework facilitates con^arisons 
of selected cost-of -instruction data" between and. among institutions 
and segments. 

Use of the PCS as a mechanism for gathering, reporting, an4 ex- 
changing cost infoifmation is discussed in greater detail later in 
this chapter i It is worth taking a moment at th\s point, however, to 
examine the procedures used to construct a State-level PCS. Consider 
the illustration in Figure 4» ' Construction . of a State-level PCS. 
begins at the. campus level. Campus "accounts" are inspected on* an 
individual, basis and assigned to an elementT^ithin the PCS that most 
closely reflects the aictiyity assigned to each acciyUnt. For example, 
travel funds expended by a campus, president would be assigned to PCS 
account 6.1 (Executive Management) . ^ 

. In those instances where a single campus account reflects an activity 
that is covered by more than pne PCS account, the funds in^the campus 
account are divided between t^e respeictive PCS accounts on the basis 
of actrivity data. For example, a campus account for the operation of 
a student counseling center might -fe j^^^ that a portion of 

the funds were allocated to PCS >accoun;fe;^^^ acfc Career 

> Guidance) and the remainder, assi^ed tc^'iP^^^ 5.1 (Student 

Service Administratioa). The process "of '' tratnSlating internal 
accounts to PCS accounts is referred to as the ;account-"crossover"\ 
procedure. , 

Notie from Figure 4 that the* account crossover procedure is executed 
at the institutional level. (Within the Community College system it 
would probably be necessary to- effect accoiint crossovers at the 



Figure 4, Illustration of the Procedure Used to Cdnstruct . * 
a Campus Program Classification Structure ^ - . 
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district level.) Once carried out at the 'canipus or district level, ^ 
the PCS s for individual instutions may be compined and integrated' 
with a second- PCS documenting, the activities and costs of a 
systcmwide office to yield a "segmental*' PCS. | Finally, segmental 
PCSs may be Combined to yield a State-level PCS. 1 

Translation of institutional and segmental actiyity and fiscal data 
into t^ejPCS structure does not produce cost-ofrinstruction infor- 
mation. ^Construction of a PCS merely provides the framework within 
which J, to ' begin developing cost computat ions . V Additional datja 
collection, particularly faculty reporting (discussed in the 
if ollowiag. section) , must be undertiaken in order tip develop. the cost- 
of-ins,truction data. > - ^ 

ENHANCING THE QUALITY OF COST DATA:, ADDING FACULTY, REPORTING 

Faculty 16/ are the princij^l asset of an institutiorr and represent 
its most significant single cost. Faculty participate in a wide 
variety of institutional activities in the course of their normal 
work. As such, a lump- sum assignment of faculty sailaries 17/ to one 
or another element of the PCS using the account-crdssover procedure 
described earlier would misrepresent' the cost of! their various 
activities i To ensure that faculty activities and their/attendant 
costs are properly represented throughout the PCS\, a survey of r 
faculty activity must be performed. The results of the. survey permit 
the assignment -of faculty salaries to specif ic 1 educational 
activities. ^ 

Facility reiporting is usually undertaken in one of two forms. In some 
states, faculty activity is reported by . 4epartment_ chairpersons 
(using a survey instrument) , biised on their assiamptidn^ about the 
efforts expended^by the faculty in their departments. When performed 
in this manner^ faculty reporting is referred to ^s "Faculty : 
Assignment Anajy^is." A second, and more widely used, method of - 
gathering information about faculty activity is a survey* instrument 
^completed b^; each faculty member documenting, his/her individual 
° activities. This method of self •reported faculty datg iis usually 
referred to as "Faculty Activity Analysis.". In addition to providing 
data useful for unit cost computations , both of these !aiial3rt.ical " 
procedures generate, data capable . of supporting a variety of 
performance measures. 1 

While cogent arguments have been advanced supporting each, procedure , 
Faculty Activity Analysis appears to be the predominant survey 
technique used in other states. This University of Califoicnia is the 
only segment currently employing a faculty reporting system. The 
Faculty. Time Use. Study (FTUS) was instituted during thJ 1977-78 
academic year to collect aggregate, Universitywide info rination on 



faculty activities, which was to be sha'red with the State govertiment; 
Each year approximately 1,000 Uaiyersity faculty from the regular 

cranks (and 300 from the irregular ranks) complete a questionnaire 
concerning their activities for a speca^c two- ,or three-dayperiod/ 
the reporting periods are staggered/in such a way -that data are being 
collected for each day of each academic .quarter during the entire 
academic year. This methodology p^rovides a composite picture of the 
way in which the University faculty as a whole spends its time. Tffe 
reporting period of two or three days for each individual avoids the 
problem of asking faculty to .estimate 'in retrospect how they spent 

^ their time over the previous week, month, or academic term. The 
principles of sampling yield a composite picture, but the validity of 
the data does not apply at an individual or disaggregated level. 
FTUS data are not disaggregated by campus, discipline, or rank. The 
data from the study are used only for reporting on faculty activities 
to the State. o ^ 

^^e faculty activity reporting system recdmmended in this report was 
developed by the National Centei* for Higher Education Management 
Systems 18/ in 1972 and subsequently modified in 1974. The National 
Center's program supports the use of a Faculty Activity Analysis 
(FAA) survey ^instrument that*' is compatible with institutional 
accounting procedures , faculty workload considerations , and the PCS. 
A sample of the FAA survey instrument developed by NCHEMS appears in 
Figure 5. The instrument incorporates changes' necessary to' meet 
se^entalr variations and permits a detailed allocation of faculty 
^alaries to specific PCS elements on the basis o^ workload 
information. An illustration of the use of an FAA to translate 
faculty salaries into a campus-based PCS appears in Figure 6. 

FAA surveys may be administere'd in a number of ways. Some states 
. require every faculty member t? provide workload data each term. 
Others require a random' sample of faculty • to sjibmit data on a 
periodic basis. Still others incorporate a random sample of ;faculty 
and request data oxily in alternate years. California's heeds iEor 
faculty activity data ate based, ^pon the need for data to "support 
cost-Of-instructioit computat^ions . The FAA survey intervajt therefore 
becomes a direct fnnctioii of the frequency with which educational : 
cost data are required. While term-by-term data collection 
prdcedures^result: in the most 'timely generation of unit cost data, 
annual!, biennial-, or triennial surVeys would/ probably be' adequate..; 
for Caiifpmia's needs and would be lesls exi^ensive to conduct. 

The sample of faculty used and .-the frequency of thes survey are 
important considerations. Well-drawn random samples of faculty have 
the advantage of reduced cost and improved timeliness. Random 
sampling does, however, preclude both the development of cost-of- 
A'^^f^^^io^ J^^ita below the segmental level and the computatioq^ 'of 
unit costs by academic discipline. Chapter V describes two <:ost=-of- 



• ;.. ' .Figure 5 

NCHEMS Riculty Activity and Outcome Survey Instrument 
, with Illustrative Data: Side 1 
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NCHEHS Faculty^Activl^ and Outcome Survey Instrument 
witJi Illustrative Data: Side 2 
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jFigur'e 6 v llWstiratloir/bf a Faculty .Time and Effect 

Su^ey .Instin^ Faculty Salaries, xB^ene.f its, 

^. Etc/^' lnti> k Program Classification Stiucture^ 
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: in^trudtioii; alternatives 'based upon^ univerisal and random 'faculty 
, 5^inples; in the FAA iprpceiss . The dif f erendes in the. qu^ilitxe^^ 
quantfties of. . cos t-ofr-ins true tion data . available ' 'under each 
alternative highlight the^ trade-offs between. saii5)ling methodblpgies . 



V • 



;/';niE-:E^ OF DEVEtOilJfG COST^OF- INSTRUCTION DATA THE . PRECISION 
r ;QE lBE RESULTANT DATA^ * . y ^;:;-y:i^ ' ; : >:, : ' 



Cost-of-instructidn data can be developed using f our>etho<i61ogies : . 

'■ V ; Methodology'-l; * " •.. ' ^: • • ; . ' 'v • 

Reporting costs, by performihg a;"crpssover" between segmerital 
accounting systems. ^ arid the, NCHEMS Program Classification ' 
Structure' (PCS); • , ^ V 

V Methoddlogy 2 ; V . ♦ ]^ . ■ ( - * » 

Repotting*; cQst^ ..based on data obtained fi;om'//a.^iaciilty 
^ , Activ5:ty ;&;alysis (F ;^ _ . \ - > : v 



-. . ' ^'wMe'diodol^ ■ " -.^ 'Vi'^^i^ ' 

Reporting costs based on data dtitaiiied from an\ Instructional 
' Work Load Matrix (^WLM) ; or • - y. ' 

V ^ . Methodology 4 • . * , ^ ; : v 

Reporting- eosts , based .on the ajlocation o-f costs f^ " 
secondary to primary cost centera^jf • . ' 



an' every instance^ the precision- pf data 'and the- pric$ tag 

•associated witl^.th^^procedures necessary, to develop those data are v' 
assumed to increase: (1) within each m^thadology' as da ta-reportiiig 

and (2) .Between metibodologies as different 
r^^^^^ and, associated reporting ^inltruments increase in 



^*^.st.;increa'^^^^^^ a"methodblogy-are considered to be linear, the 

.ainougjpol th^^^^^^^^^ the precision of t:he 

datJ^O^ b.e/^dey^^^^ CosJt increases between-: methodologies are 

though t .tp^^.>^^^^ due to' the lairge investment^ necessary to , 

implement: the' particular cost-accounting procedures required by the ' 
methodology/ .The genjerally linear cost .ipcrease within a / 
methodology, coupled with the disconMnuous cost increase between 
methodologies, results in the "stait-step'/ cost grap^ illustrated in 
Figure 7.,. In alL i^stan^^^ the precision' of the cos£ data developed; 
under one methodology is assumed to be/ transferable to successive 
mfethodologij^es. ' ' / ' 

expanded discussion of; the cost cons^ideratioW associated with, 
'^each methodolo^ follows. \ : v ' 

'•.-i -''- .." ■ , ■ 

• ■ ■ ■ . ' . .di) ■■■■ ■ ■' ' ■ '■ ■ ' 
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Methodology 1: Crossover Between Accounting Systems 



Under Methodology 1, cost infonnation is prepared by translating 
data f£om segmental accounting systems to the NCHEMS Program 
Classification Structure. The cost of such translations is 
relatively low and increases only slightly with increased emphasis 
on the precision of the resultant data. In Figure 7, the left side 
qf the cost line for Methodology^! represents accounting 
•translations' performed at high levels of data aggregation. 
Incceasing refinements within the crossover p^rocediire,. particularly 
those resulting in increasing data disaggregation, result in^only 
moderate cost increases. 

As indica^ed in Chapter V, th^ translation of cost data between 
accounting systems is relatively inexpensive to pierform but, un- 
fortunately, yields cost data of limited value; 19/ While an 
extremely detailed segmental/PCS account crossover Would provi(le 
more detailed fiscal information than presently available, it wpuld 
not provide ' unit c^st data on either a per-credit- taken or 
per-credit-taught basis. Recipients of such data might well attempt 
to derive unit cost information by combining selected accounts 
within the PCS and dividing by one or another form of credit unit 
consumption^ The resulting^ unit cost data, howeVer, would be of 
limited, and questionable, value. Methodology 1 is attractive 
because it is relatively inexpensive to perform, but it: does not 
provide reli^le unit cost information by either level of student or 
level of instruction. ' *^ 



Methodology 2: Use of a/Faculty Activity Analysis Survey; ' " 

Under Methodology 2, -cost data are developed by combining 'infor- 
mation obtained fro© the exacting siegmental/PCS account crossover 
with data describing faculty activity. Knowledge of faculty 
activity is obtained through a Faculty Activity Analysis * (FAA) 
survey; v ' ' . 

The* information derived from an FAA is used ;to ..assign the costs 
associated with faculty salaries, benief its, and support costs— 
traditionally between 40 and 60 percent of a typical institution's 
tQtal annual budget-- to one or more specific elements within thf^PCS. 
If desired, the FAA survey instrument can be designed to capture the 
instructionally related portion of faculty, activity on the basis of 
academic diiScUpl4.ne(s). When administered in this maimer, an FAA 
permitis detailed allocations of faculty costs to specific academic 
disciplines. *^ ; ' . - 

As Figure 7 shows, the cost line within Methodology 2 varies with the 
ftrequency with which the FAA is /dministered, the number of faculty 



surveyed, ' and the range of ^activities accpnunodated oh. the survey 
instrument. The cost of an FAA administered biennially to faculty in, 
the. Fall Term only, and designed to capture instructional activity at 
the two-digit HEGIS level, would appear on the, left side of the cost 
line. An FAA employed each term, for faculty and administrators, ; 
that gathers instructional activity information at the four-digit 
HE6IS level would l)e considerably more expensive. 

While a Faculty Activity Analysis survey is costly to imjplement and 
involves considerable ongoing operational expense, the precision of 
- the resultant data is substantially improved over that available 
under Methodology 1. A properly administered FAA, when coupled with 
€he data obtained under Methodology 1, yields cost data of sufficient 
quality and quantity to permit /computation of unit costs by both 
instructional level and academic discipline. ' ^ 

Examples of i data developed under this methodology appear in 
Figures 9 and 10 iji Chaptei; v: . . ' " 

Methodology 3: Use of an Instructional Work Load Matrix 

Cost information developed under Methodology 3 capitalizes on the 
investment made in data collection under the first two methodologies 
and expands the data to develop costs delated to student credit v 
""consumption." Program costs (cost per credit unit by major, etc.) 
are developed through the use of an Instructional Work Load Matrix 
(IWLM). To prepare an IWLM, institutions cross refeftence data oti 
each student's -course registration with the faculty activity data 
derived from an FAA survey. ThisVcross refexfencing permits 
tabulation of sttident enrollments with course offerings. Once 
instructional costs by diiscipline and/or -level of instruction have 
been computed, .(the procedure utilized in Methodology 2) , program 
costs on a per-student basis can be determined 

While the procedure used to develop student program costs (^nd the 
language used ; to describe the process) is complex, the procedures 
have been successfully used in other institutipniB, ' segments, axAT 
states. In sum, while arduous, the. procedure works. 

The primary improvement in the precision of the -data developed undler 
Methodology 3 over the data developed under the first two 
methodqlogies lies in the ability to identify student costs and to 
differentiate them j if desired, by level of student and by program. 
The. primary drawback to Methodology 3 is , its imjplementation cost. 
Not all campuses or segments, possess the data necessary to support 
even the most rudimentary IWIM procedure. In^addition, , substantial 
staff (and conqputer) time and effort are. required to audit the « 
results o£ the IWLM and FAA data merger. 



Sample data developed under Methodology 3 ^appear in Figure 11 in 
. Chapter^ V.' ; '\ ■ ^ ' ' ■ 

Methodology 4: Allpcation of Secondary ^Primary Cost Centers 

to this point, all instructional and student costs have been 
developed using direct 20 / cost computations only. Under the first 
three methodologies^ instructional costs are developed by reporting 
costs diriectly related to ' instructional activities . Cost centers 
outside the instructional enterprise remained, with their principal 
-^activity . and "were not prorated or otherwise assigned to ' 
instructional I research, or community service actiyities. 

Under Methodology 4, the secondary cost centers Citems 4.0 - 9.0 in 
the PCS) are allocated «acro8s; the primary cost centers (itc^s 1.0 - 
3.0 in the PCS) using one or more prorationv techniques ;':r. While the 
specific technique employed varies with the cost- center to be 
allocated, the intent is to spread an institution' s-"secondary," or 
overhead coats across itsT^^primary . activities and obtain data 
reflecting "full cpsta." Methodology A develops: information 
descril>ing the "f\ill and complete" cost per credit taugfitijand/or the 
cos%5:.:per etedit taken at variouisf student/ course and disci- 
pline/program levels. 

The prijnary-.advantage of this methoi^^^ oyer its predecessors is 
. that : the costs aissoc^ted With ekch ' d±?c^pline/pro^ram activity 
indicate- more precisfflB^^t to support 

that activity/. ^ i)e)?^J^ment qj^; : siiichL dk%a\ pein^its ! d^artments , 
schools, co^eges,?^||:ampus(Bs;^ in 
determining ^ of various iJa'sti^ These 

data are a.Xso'b^^ evaluating alternate funding proposals 

because th«y permit full cost comparisons!. 

The two major drawbacks to the extension of overhead costs to primaly 
activities are: (1) the cost of performing the procedure, and (2) 
the differences of opinion that exist within the academic community 
regarding the proration formulas that should be employed for each 
cost center. For example, should the cost of a campus library be 
distributed amoung academic disciplines on the basis of the number of 
faculty employed in each department^ the. number of students enrblled 
in each major, librairy circulation statistics, or other factors? The 
procedures set forth in the NCHEMS Technical Reports ^ cited in 
Chapter for performing full cost computations, are assumed for the 
purpose of this study. ^ 



CHAPTER V 

SPECIFIC CbST-OF-INSTRUCTl'ON ALTERNATIVES 



INTRODUCTION 

This chapter describes the caveats , limitations, and assumptions 
used in developing cost-of-inst:ruction alternatives . Ih; addition, 
the chapter also jprovides' a description of six specific ,:^cast-of- 
instruction alternatives for California. Segmental estimates of 
implementation costs are {)rovided far each alternative. 



CAVEATS, LIMITATIONS, AND ASSUMPTIONS 

The cost-of-instruction methodologies descri^Kl in Chapter IV can be 
ijnplemented in a variety of ways.^ To ensurS'timely completion of, 
this study, a discrete number of altematiyes were documented and 
their implementation costs established. In the fdll9wihg section-, 
six specific cosjt<-of-instruct^on alternatives are described. Each 
is based upon one or more of thjp four methodologies discussed in the 
previous chapter. ■ . i 

In. order to assure the greatest possible clarity in evaluating 
alternate costing methodologies, a number of assumptions, limita* 
tions , and caveats have been applied to each alternative. The 
assumptions, etc., appearing below have been developed after a 
review of the experiences bf other states and the relevant liter- 
ature..' ■ 

1. Costing Methodology 

Each alternative employs the NCHEMS standard costing methodology 
as described in NCHEMS* Technical Report //65, Procedures for 
Determining Historical Full Costs. The NCHEMS Program 
Classification Structure (PCS) is used! as the standard accounting 
system for all cost-reporting activities . The BCS|^s described in' 
Technical Report iH06. Ill those instances where faculty activity 
surveys are employed, NCHEMS Technical Rejport #54, Faculty 
■ ,; Activity Analysis ; Interpretation and Uses of Data, serves as the 
" starting point for the development of California-based surveys. 



2. Activities To Be Studied 

The costing alternatives are lijuited to "regular" instructional 
activities in the three public segments. For the purposes of this 
study "regular" instruction is defined as courses and programs 



funded in whole or part by the Statie General Fund, federal funds, 
etc. Courses and pro gilkms funded entirely by student fees are not 
considered part of the "regular" instructional program and 
therefore not included in this study . Activiticisi . specifically 
excluded from i^e scope of the study include s^lf -supported 
extension, continuing education, and summer session programs. 
Medical schools and the operation of teaching Ixoispitfals are also 
excluded from the study, as are the •California Maritime Academy 
and tijie Hastings, College of Law. 



3. Time Periods To Be Studied 



In preparing alternate cost estimates' for developing cost-of- 
instruction data, a- full academic year is used as the standard 
timef measurement. Cost information is* preparied on an annual 
V basis. Term-byiterm cost information is neither collected -or 
^^^^^:,v are, where necessary, weighted/' to " , 

> ^;: -v'^<^coi^iiB^ in institutional calendars (year-rburid-> 

f- ::f:dp^ institutions, etc.). As indicated in 2 above, 

: >> siimmer^'S^^ excluded from the study in those inistances where 

the prti^am - is not a part of an institution's^ "regular'* 
ins true ti<)tui^^^^ ^--^'^r ■ 

■ . ■'"'^v'^'v^f -n: 'a^ * ■ ■ ^' . . fv. ■ . . 

■ •■• ■ \ . : ■ , * ' \ - ' ■ 

4. Funding Sources " 

Cost infc^iaw^^n for all funding sources is reported: State 

General Fijfi^k federal funds of all types V Rirgental 

funds, stiAfeni^^^ etc. Sources employed to 
f und . actiyiflti^^ specifically excluded under 2 above are not 

considered in th? study/ Funding sources are divided into two 

categorie|rix^^ and (2) unrestricted. In general, 

unrest|:i«d State and institutional General 

the only funding reported;, capital outlay 
. ' 1^^^ cost-of -instruction f «?asibii|j.ty- study • 0-^-^ 

by either instructional or 
standard unit measure for academic 
pr^g^^i^j^V^ unit . The unit-costing; measure for 

Community Colleges is the student 

. ... xodtitefeoife) ^^^ . ■ - — —— ■ 

• ■ '^^(^fi^M^SM^ - . I • ' ' ■ • • . ■ 
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6, Instructi(l||l Bisci^^^ 

• In tfaiose instances where cost data are developed by instructional 
discipline or 'student program, the HE6IS classification structure 
is eiiDployed. 

. 7. Preparing Cost Estimates . ,v |^ 

For purposes of thi^ study, costs associated with the development 
of a particular set : of cost'-of -instruction data have been 
computed on an incremental basis only. Costs currently borne , by a 
segment in the development of data that proved to be either 
totally or partially compatible> / With a particular cost-of- 
instruction methodology have not been considered as a "new" cost 
attributable to implementing that tfcethodology ; 

The cost of faculty time required to complete Faculty Activity . _ 
Analysis surveys, if any, was not included in segmental cost 
estimates. 

'^^ ■■; ' : ' ■ z^: ' . ,,; \; ;•■ 

SPECIFIC COST-OF-iNSTkUCTION ALTERNATIVES 

Alternative 1: Translat1r\g Segmental Fiscal Information into the 
Program Clas;^ific9tiori Structure 

Under this alternative, each siegment docii^^ the cost of perform- 
ing an exacting segmental-to**PCS account crossover Implementation 
of this altema.tive .requires the public four*yG$^...^e9^^^^^^ effect 
selective refinements to their existing State-level fx^al - data to 
ensure comparability between segments and: within the I^Cb structure. 
The Community College system is required to perform an' accounting 
system crossover between the individual accounting systems currently 
employed at the district level and the PCS. 

Account-crossover prbcedureS vfor- prlitnary and secondary programs 
would be ef fleeted for operating-expense expenditure data only, at 
the two-digit level of the PCS. No PCS account mergers (e/Cg. , 
combining ijifems within a ^ecific PCS element or combinl^ng elements 
themselves) would be undertaken as part of « this alternative. Data 
would be arrayed in accordance with the PCS nomenclature and no unitr 
cost computations > would be developed* All funding sources not . 
specifically excluded in the caveats section of the report would be 
included in the account croissover« Data would be. prepared on an 
institutional basis, (district level for the Community Colleges), 
with stumnaries provided at the. segmental level. ''/''-jZ 



An illustration pf sample data developed using Alternative 1 
in Figure 8, This is the current format for the. Governor's 



Alternative 2A: 



Bidg 



appears 
et. 



frepare rnstructionaT Unit Cost Data Ba^ed on 
Information Obtained From a "Universal^Padulty 
Activity Analysis Survey ' 



Alternative 2A corresponds directly to Methodology 2, desc^^ibed ia 
Figure 7. Under, this proposal, each segment would perfdrm the 
exacting segmentalrto-PCS crossover described in Alternatiive 1, A 
Faculty Activity Analysis (FAA) survey covering all facility and * 
academic administrative staff would then be utilized to distribute 
faculty salaries to- selected elements within the PCS : All'faculty 
and academic administrative staff would be purveyed once al year at 
various times throughout the Fall Term. The combination of the 
account-crossover procedure and the FAA dapa would be used io develop 
accounting data identical to that described under Alternative 1, and 
to develop unit-cost information by both level of instruhtion a^ 
acadelic discipliae/ As in Alternative 1, data would be iehelo^ed on 
a campus or district basis with segmental summiaries, T 

Under Alternative 2A, each segment would perform an kccount- 
crossover prbcedure at the two-digit PCS level. No accoilnt mergers 
would be effected and data would be arrayed according to the >GS 
nomenclature. Unit-cost dajta woul4 be prepared at the jtwo-digit 
leve;L using the HEGIS coding structure embodied ia the PCS. Unit- 
cost data would-be displayed for the. following levels of |nstruttionV 

1. lower Division (for Community Colleges only, diffferentiated 
by vocational and academic instruction) 

2. tapper Division ■ 

3. Graduate I (first stage-master's) 
^ 4. Graduate II (second stage-doctoral) 

Unit-cost inforaation obtaitt^^r^s a result of this procedure would 
reflect faculty salaries, l^^^fits, and instructional support costs' 
only—campus "overhead-" costa^ w^ these fig- 

ures. While instructional-tsupport costs would be prdrated, based on 
the data obtained from the FAA, no proration of overhead costs 
centers to academic disciplines would be undertaken/ All unit-cost 
information related to "academic"- instruction wouM be prepared in 
terms of cost per student cfedit unit . Noncredit instruction that is 
not totally self-supported within the Community . Colleges system 
would also be developed in terms of student contact lioursV 



Figure 8. Sample Data Qevel oped Under ATternative 1 
< • ■ "[ (all data are hypothetical) 





PCS Proqram 


UC CSUC 
Expendi tures - Expenditures 
($000) ($000) 


CCC 

Expendi tur'es 
($000) 


■ of 


Instructiojn 


8.44 


6.38 


•'■94.63 


. 2.0 


Research 




5.24 


83.92 . 


- 3.0 


Public Service 


9.J58 


16.06 


106.26 


4.0 


Academic Supjjort - 


18.31 


10.85 


54.25 


.5.0 


Student Service 


i.20 


2.29 


- 9.21 


6.0 


Institutional 
Administration 


16.93 


26.62 J 


- 75.66 


7.0 


Physical Plant 
Operation 


7.76 


7.44 


.23.93 


."8.0 


Student Financial 
Support . 


• .4.23 


9.86, 


' 10.2'8 


9.0 


Independent 
Operation 


8.45 


14.26 


83; 26 



^ 
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An illustration of sample data developed using Alteifnative .ziS;- »^ 
appears in Figure 9. ^ . 

■ ■ ■ ■ .." • S",/ ■ ' V- 

' .• ■ •• o ■ . '■• • .■ ^' . ■■ ' ' • ' '■ ' ' - 
Alternative 2B: Prepare IristruGtiohal Unit Cost Data Based Upon 

I nTonnati on Obtained from a Limited Faculty 
' Activity Analysis SMryey^^^^ r 

Alternati'jJiei^^^aB also drays upon Methodology 2 and irf similar to 
Alternative 2A; The major differences between "Vt^ 
alternatives ar*e: 

1^ Only 25 percent: of all faculty, selected on a random basis, 
. would be re^ui|::ed to complete a Faculty Activity Analysis 
survey. (This procedure is similar ^t 

effort rej^orting procedure^ presently used by the':Univers 
of Cstlifoicnia.) The "Ig^'tisid^t survey would be' a^inistered 
^ Fall "ferm and "ilro.uld be 

^ ^ to distribute ail faculty, salaries and instxfuctional 

^f.iipiport coSts to seiecte^.^elements within the PCS. ^ 

2. Use of the lijnited stiirwey would pe^r^it computation of \u^ 
costs different^ted by level o^?^^^ The 
abbreviated sampling would preclud* development of , 
inistructional-unit ct>sts by academic dis^ 

3. . The reistricted sampling procedure would permit the 

.development of unit- cost data, at the segmiental level only^ 
Campus^ and district ymit-cbst data would not te' developed > 
. uxMier Alternative " . ' ; 

. . ^ ■ ' - ■ " " . ' : ■' ■ . ' • • ' . ■ ' . ■■ \ ' \ 

Alternative 2B . is essentially a simplified version of Alternative 
2A's method of computing instructional unit*: costs. This alterative 
benefits from a reduced reporting burden upon the faculty (with a 
commensurate reduction in implementation and operational costs) but 
^suffers from an inability to generate imit-cost infoirmation as a 
fuijction of instructional discipline or campus/district. In all 
other respects, however, the benefits attributed to the 
implementation of Alternative 2A a^re applicable to this alternative. 

An illustration of the cost .data produced using this Alternative 2B 
appears in Figure 10. 

• " ■ . ■ ■ • ■ . ■ ■■ . 

Alternative 3A: Developing Unit Cost Information by Student Level 
V and Student Program 

Alternative 3A 'utilizes ;ijtethodology^^ to deye^/ij^ unit-cost inform 
mation.by student level :^iiliy*b^ All proce-. 



Figure 9. Sample Costw^jrf ,Instni9tion; DataVlD^veioj)ed Uriider 'Alternate: ZA ^^;.^-^^^^ 



Direct GdstlPer Credit Unit t^ghV' ^ 
By AcadOTic DisclplineVa 

(all datqi are hypothetical)^^,; - '.i:-^ ,\ 



;!A^tau1:tiire^,.^. 
' AV^a^'^Stud^le^^^^^^^ 
Biological Sciences 



Level Of. Instruction 

. 1^ ^} Lower 

^- ^ Division - 

■ ■ . 14.26 



Upper 
Division 

'12.76 

; :.l6:d^€ 



grad I 
22.80 



.20.40 



Grad 11 
M.90 



SociaV Sciences 
Interdi sci pi i nary Studies : 



;8.10 



Data available by campus and by segment 



7.08 
1(1.46 



9.42 
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. JiSMr*^'!)^^^ Cost. of Instruction Data peveloped Under Alternative 2B 



Direct Cost Per Credi t, Unit Taught By 
Instructiona.1 'Level 
(al 1 data are-' hypothetical ) 



- .University of California 
, "State Uhiversi ty y"' 

:^;;:?ConTO^ CptteiJeS: ; ^' 



Level Of Instruction 
Lpv 

£- 

.23^08 



j)wer 
Dfvision 



25,16 
22.86 



Upper 
Division 

29.42 



^7.03; 



Grad 'I 
46.40" 

39.92/ 



Grad II ' 

5il9; 



:•.■■»■■ 
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dures identified under Alternatiye 2A are assumed to be. in forcq and 
the data developed as a result of the pripr alternative are available 
under this option. Data describing unit-cost .information by. student 
l^vel and, program would be developed by employing an Instructional 
• Work Load Matrix (IWIM) at the campus level. ^ - . 

Under this alternative .each' campus would perform an llhstructional 
Work Load Matrix computation in the Fall terfei of each year. Data so 
obtained would be 'linked to information s^upplied by the Faculty 
Activity Analysis survey described, in AlCei;native 2A. Student ; 
program^information would -be developed ^'a^^^^^^ two-digit 'MGIS leVel, 
Unit costs would be prepared for the following student level^^^ 

" * ' ■ ■' ' . ■ . . ■' 

1. Lower Division ^ . "' .'-^-^ ' 

2. Upper Division ' . . ^ i^p.. '^^ . . ■. 

3. Master's -: (Graduate i) " . :\ ' J , A-^ :\. 

- 4, ;Doctoratfe - (Graduate II) , ■ . %■ 'V 

• •, ' , y ' ■ '. ■ . '- . . ■, ■ 

Uni^t costs developied iiAder Alternative 3A* woul,d rreflect d^ect do&ts 
(f acuity salaries, beiifefits* *and instructipnai costs)^ only;' 

proration of campus "oVerhead^^. costs to student programs would not be 
effected.; Cost information would be; ideveloped in* ^terms of student 
credit units . Unit-cpst infqrmation for Coiimunit^^ 
instruction would be -prepared in terms osf stiident ' contact, hoUxsA -.. 
Sample data generated under this alternative appear in Figure 11." 
. ■ ; ■ ■ ' - ■ V ■ ■ 

Note that Alternative 3A is a successor to Alternative 2A only . * 
Alternative 3A cannot be implemented if Alternative 2B is emjloyed ^ : 

Alternatiye 4A: Developing Full Cost Informatioh^^^^ ^ ;^^ '^^0-1 

Alternative 4A WoUl^d extend the costing procedures .us«d in Alterna-^ 
tiyes 1, 2A, and 3A .to include "fulrV costs. of instruction. Unde'^ 
this, proposal; campus "overhead" costs (items 4.(rj^ , 0. in' the PCS) 
would be prorated across instructional, researi^^ • 
service programs (items • 1. 0 . - ,.3 .0 in the PCS)L The procedures 
supported by the IICHEMS costing metho,dology would^>e used to prtor^te 
overhead costs to these programs^*' . - • . ' V^*- 

■ ' ■ • , ' I ' - , * • ' ■' ' 

Uuit-cost infprmatiAn developed under Alternative 4A vould be, 
published in ja manner identical to that employed icf. Alternative's l", ' 
2A, an<i 3A. All unit-cost data would be prepared by both, level of^ 
studeu£ and level of instruction in terms of the student credit upit !^ 
Program^ and instructional cdsts \{ould . be further <iifferentia€ed>I.^^ 
using; the HEGIS coding structure'at the two - diygit level. . ,^ 



Figure n . S'ample Cost Of Instruction Data Developei|' Under i|ilternaM^ 



/ Direct C6ist Per Credit Untft Taken 5y I" 

Student Program (Major) A«ci Student Lev«l ?^'^ 

, * (all data are hypothetlpffl) . ^ ; 

• Level cff student r - ^ a ^ 



Agriculture 
Area Studies 
Btological Sciences 



:4 -.. 




Social Sciences - 
interdiscipl tnary Studies 



Lower i-'^: t^ypper '":^:.f^^ '.^'l . , 
Division ^ Divisions Master^ # * Ph;D, 



11.60 
9.19 
14.26 



12.76 



A .10.04^ 



16.09 



6.1 1 
B. 10 



7!/08 



11.46 



^20|4b 



9 .42 



46.^0, 



28.63 



Data available by campus'iand by segment 
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Sample data appear in Figu^s 12A afhd ^2Bv 

* Note that a^teraative 4A can be implemented only if Alternatives 1, 

• 2A, aqj} 3A age employed > / ■. ' 



Alternative 4B: Developing Full Cost InfoVmation by Instructional 
5" ; Level Only ' 



is !^ltern«tive is similar to Alternative *^4A but differs in that it 
relies up9|i AItemai;ives 1 and 2B to supply the data necessary for 
imit-cost$!<:omputations. Since Alternative 2B employs a 25 perccSit 
Jpteulty Activity Analysis Sample, computation of unit-cost ^ 
information by campus/district, academic discipline, student level, 
and stiide^t program would be precluded. Data 4jsscribing "fully .unit 
costs by Itevel of instruction at the segmental^ level wou^d ^ef^the 
. oi^y outcome of ifloplementing Alternativi* 4B# Except for these two 
' limitations, all other aspects of Alternative 4A' are applicable to 
iAlteriiative 4B. , ' \ 
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Data developed usipg this altemative are illustrated . in Figure 13. 
fHE COST OF IMPLEMENTING THE SJX ALTERNATIVES 



In the course of developing the six cost-of-iivstruction' alterna- 
tivesy ComnuLssion staff requested each segment to submit 'estimates 
pf the cost of implementi|ig each alternative^ The segments were 
requested to separate their cost estijnates into: ^ 

1. One time , nonrecurrinfej costs ■"■'those necessary to unde^rite 
^the development of new survey instruments ; the creation, or 
modification of rekisting, cdmpute^r systems , s.taff training, 

. -r-- ■ >-etc:i and " ^' "a. '^^ ' ■ . 

. ■ ;■ ■ , ■' ' ■ ■ ^ . 

fl. Anni^, ongoing t ioperational costs—those necessary for s^urvey 
V i administration, computer system operation, key data 
conversion, data auaiting, editing, fete. ■ 



The cost estimates |)rovided by the segments appear Figures 14 and 
15. Costr es£S|St;es are grouped within i»ach figure in the order in 
whifch they would ^logically be impl^emehtead , and further segregated to 
isolate^ major alternatives that are mut^lly exclusive. The cost 
estimates appearing on the upper j^ailjE of e^h figure represent c^pst-* 
pf'*inst|uction alteriwtives that utilize *'ia universal; faculty 
reporting system and geOii^rate cost data by segment^campus, academic 
discipline, student major, level instruction, and level o® 
studentV The cost est^ appearingj^^ lowei?'' half of the 

figures illustrate costs for aj.tematives that employ ^ 25 percent 
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Figure 12A. Sample Xost of Instruction Data Developed Under Alternative 4A 

,Full Cost Per Credit Unit Taught . ' 

. By Academic Discipline And Instructiona;l Level -'• 
, (all data are hypothetical) 

- Level Of Instruction 



Lower 
Division 



Upper 
Division 



Grad I 



Grad II 



Agriculture 

Direct Cost 
Full Cost , 

Area Studies 



11.40 
21,70 



12 -.92 
24.43 



23.80 
55.80 



48.30 
108.25 



Direct Cost 
Full Cost 



9.82 

.1=3.87 



10.51 
22.75 



J . 21.92, 
#43.87 



30.04 
62.79 



Social Sciences. 



Direct Cost 
Full Cost 



6.10 
9.92 



8.07 
10.72 



9.98 
16.72 



\ 



Data available by campus and. by segment 
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Figure 12B. Sample Cost Of Instruction Data Developed Under Alternative 4A 



s Full Cost Per Qr**iit Unit taken 
By Student PrograiffMaj or) And Student Level 



(all data are hypothetical) 



Level Of Student 



Agriculture 



Area Studies 



Social Sciences' 



Lov/er , 
Division^ 



Upper 
Division 



Masters 



ph.D.i;, 



Direct Cott 
Full Cost 



11.60 
23.70 



12.76 
25.90 



22.80 
54.80 



46.90 
106.40 



Direct Cost 
Full Cost 



9.19 
14! 08 



10.04 
■23.20 



20.40 
46.89 



28.63 
59.92 



Direct Cost 
Full .Cbst 



6.15 
9.85 



. 7.08 
10.88 



9.42 
16.06 . 



i 



Data avai 1 abl e by ^campus antt 'iegment 



Figure 13. Sample Cost of instruction Data Developed " 
Under Alternative 4B 

Total Cost P^er Credit Unit Taught By 
Academic Discipline And Instructional Level 
(all data are hypbtl^tical) 



keyel Of Instruction 



Lower 
bivisit)n 



Upper 
Division 



Grad I Grad II 



University of California 
Direct Cost 
'Full Cost.; 

$tate': University , 

Direct Cost ' 
^ / Full Cost 

Communi ty Col 1 eges ' k 
Direct Cost 
Full Cost 



23^08 
38.14 



25.16 
5'4.20 



22.86 
55.15 



29.42 
41.63 



27.03 
58.60 



46.40 
88.92 



39.92 
63.95 



52.19 
108.63 



4 . 
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Figure 14. Estimated Implementation Costs for Various 
Cost of Instruction Alternatives 



Alternative 

} '■ 
2A 
3A 



U.C. 



$ 19.400 
$2,644,400 
$4,459,400 



i.S.U.C. 

$ 47.250 
$184,500 
$453,500 



0 • C • C • 

/$1 . 700, 000 
/ $3. 353. 000 
, $5,225,000 



Total 

$ 1,766.650 
$ 6,181,900 
$10,137,900 



Alternative 



U.C. 



C.S.U.C. 



' C • C • C • 



Total 



1 

■>£ A-; 



$ , 19,400 
$ 169,400 
$1,554,400 



$ 47,250 
^84,500 
$500,750 



$1,700,000 
$3,352,000 
$3,657,000 



$1,766,650 
$3,705,900 
$5,712,150 



•f. •• ■• 



* ' -^^ Annual Operating Costs for 

Varldiiltost oMnstructlon Alternatives 



Alternative 

- 1 

2A - 

' 3A 
4A 



Alternative 

28 ' 
48 . 



U.C. 

$ 8,800 
$1 ,343,800 
$3,013,800 
$3,098^00 



u.e. f 

$ •8;800 
$108, §00 
$193,800 



C.S.U.C. 


C • C • C • 




$ 23,000 
$228,000 
$371 ,000 
$405,000 


$ 216,000 
$3*247,000 
$5,928,000 
. $6,658,000 


$" i4>t806- 
$ 4,818,800 
$ 9,312,800 
$10,161,800 


C.S.U.C. 


^ C • 'C • C • 


• 

Total 


$23,000 
$108,000 
$308,000 


$ 216,000 
$1,013,000 
$1 ,272,000 


$ 247,800 
$1,229,800 
$1,773,800 
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• random samplefi^^I iafejjl faculty-reporting system; 
Thiese alternat4>^?^^^^ cost-ofrinstruction ddta 
at the segmentalv^^ Under these 
alteriiatives,:ico^|^ developed by campus, by academic 

♦ discipline, byjsf^^|fe^ of student. ^ • ^ 



The, followin^Jcc^jid be applied when evaluating the 



cost estimat^<^^^/5^^ and 15. 

1. Cost'ii^j^W^ in terms of 1979-80 fiscal year 

2. In^jjjifii^ do not reflect single-year " 
CQS^i^;};;^!^^ the total cost of implementation 

3. Cost, ^fe^ segment using j 
V^^agfj^^ cost. Rigorous ' ^ 

\-%-: . 4. ekisting' data 

• . « ; 5'J\-;l-T^i:^^ time^ ;;requir4d^J^^ .coii^liite': .faculty . . 

hot. '^Diciudedr ■'iii^m; dat^. ■ .p^f^s^eated ■ in " 

■ ■ * ■- * ' ^-^'v^^r^V^ sik-digit-^lqjMk 

(a cpnyer)^tte,'ii^ 




to verify;- their acfe 

'J 
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CHAPTER yi 



THE CALIFORNIA FISCAL INFORMATION SYSTEM AND ITS REUTIONSHIP TO THE 
NCHEMS COST-OF- INSTRUCTION PROGRAM 



INTRODUCTION 

This chapter discusses the origin and characteristics of the "^.v/ 

California Fiscal Information System (CFIS^y'^TSelected comp^ 

between the CFIS p^gram and the cost-of-i^jiSti^^ 

are provided. Two -area of potential conflrc^^^iietween the cost-of- 

instruction program alternatives described in Chapter VI and the 

CFIS program are identified and discussed. 

As»eml>Xy:^B^^^ 3322 (Boatwright) , enacted ipu the 1978 session, 
'i>fS^t4^^^ California Fiscal Information'System (CFIS) as the 

^ "'Stater's ^primary vehicle for developing annual budgets and accounting 
for prior-year expenditures; AB 3322,. subsequently chaptered as 
Sections^ 11409 and 13300 of the Goveimment Code , "directs CFIS ttq. 
provide the legislative'and executive branches with fiscal^data^ttvat 
would ''enhance fiscal decision-making in. the establiishment>x>f 
budgets, for all state activities." The statute calls' for : 
•'"'^■•^ ■ ■ ' '. ^ ■ ; ■ ■ . ' . ■ ■ • ■ ■ •■ 

of a ''modern v^d complete accpiihting system," 

yi:\/i'^:-,r'^ain^^ of "accurate, "and comparable records, reports, 

ahd statements of all financial affairs of the State," 

'3. Development of a' system permitting "comparisons of bud£;eted 
expenditures, actual expenditures, and enciimb ranges, !L 

4. ^Use of an ac(;bunting structure that facilitates the li^^ 

of actual expenditures to specific goals. and objectives; i 

5. Use of a codiHg. structure (presumably within the acco^ 
structureX rthat • will permit, "identical .activities being 

^ performed by different entities " to be^ ^identif ied an^ 

■ compares, ":•• ■ . '''^^^t!;- ; ■:. 



The statute, implies that all State agencies, commissj(ons 
boards, and institutions are subject to inclusion 
program. The only exemption of significance rela 
University of California. Section 13341. indicates 
existing budgeting, accounting, and reporting systems 
University of Califo rnia shall not be substantially modifi^ 
comply with [the statute] . " : ^ 



/V 





Eight "pilot" agencies have heen identified for initial conversion* 
to the CFIS program. They are: . / 

-•1. Employment Development Division, . ^ 

2v t)ep£yi?tijeht of education, - 



3. Department of Water Resources , '•'^'M^r': 
Department of Transportation, •''^' V^^^^ 



5. Department bf Health Services, 

6. Departmi?nt of Social Services, 

7. Departments (jrf Motor Vehicl^es,;/^^^ ^ 

8. n£ Ca Ijf brni^ r SCate Ugiy e rs x ty and Colleges [emphasis added] 



Task; forces have been Mtapis^^^ Department of Finance 

and ^thjCL; Ghancellbr ' s Of f ice ^oiJ^^ ^nd Colleges to 

f aciitijt^ate; implementation of ttiii^J^l^^irograiiCiy^^ this writing the 
Stated University system inticipal^^ -jilii^t^ t be 
o^fLTkix^tiBly at least in part, prior ^'^^^^^ .^^ij. of 1980. To, date, 
aei$ihiifc;^t^ University of C^iifonii^- m College 
campusiss : :;i>4ve participate^^ in ^ ei tjtai^^^^^ or 
implementation of the CFIS program. -C^hy^^^^ for the^e two 

public segments , the .California Mar:|iimei5<^ and the Hastings 

College of Law i have not been estabiishe45^|^^%?^^^ : 

The emer^nce CJlSj^J^^gi^ as tl^^ primary;tiidgeting, 

accounting, and perforB^jdiciB|m system raises a iiumber of 

important issues with r^^^^ of costs-of- 

instructiph. Two of theVfi^^ considerations are discussed 

.below. ■J^^^:^IX\^)^^.\ '. .^ . ' ' ■ ^ 

1. Comparability . - '^^t , . ■ | ' ■ 

Chapters 1 and V of this report have noted that cost comparability 
among po^tsecondary ihstitutions is an exceedingly difficult concept 
to imple^ment and that meaningful coiitparisons of some - educational 
activities, among differing institutions cannot be achieved at any 
price. CFIS program envisions that cost comparability can be 

achieved -not only ampng pbstsecondary institutions , but. among all 
other governmental agencies as well. Extending cost .comparability 
throughout all facets of State government^ could escalate the costs of 
data collection and reporting above those^'appearing in Chapter V, and 
could result in a product of questionable utility with respect to the 
postsecondary education community. 



One of the key questions that should be cbnsidered by legislative and 
executive branch staff with^ regard to the CFIS program is the degree 
of' comparability desired ia :^the "budget preparation and review : 
pcocess. Does the State Iksire, or need, cost comparability between 
postsecondary institutions aSt^all othejf governmental agencies, or 
does if desire cost compa;rability yonly among the segments and their 
campuses? Stated differently,' is it more important to establish cost 
comparability between the CalM^omia State ITaiversity and Cblleges 
and the Department of Motor Vehfcles, or between the Calif or^ 
University and Colleges and the University Calif omia? If cott 
comparability among all State agencies (including the public 
sej^enta) is indeed the Legislature's objective, the u^^^ of 
co^t-of-initructipn data as described in this repbrtv ^^{^pears 
limited, if, however, cost comparability among the segieht^^^^^ the 
Legislature's primary goal, the cost-of-instruttion^n^ 
described:, in this report would appeaf \to be a better appridia^^^^ 
compaHbility than the CFIS programVi^^^ foim^y^'.^'^ 

2. ^$:rAgraia ciassif icatioa St^ '>'/'^Y ' 

CFISV ; Gliarter~to establish cpst comiiarability measures among all 
StatTe agencies-rrequires the use' of a classification structure. that 
must, of necessity, embrace numerous activities and cost centners 
that are not common to postsecondary educat^ional' activities. While 
'the exact format of the CFIS accounting structure has not been 
determined, it is clear that any accounting system or activity 
structure designed to represent prganizational units with siicE dis'- 
similar rples or missions as the Department of Transportati6i;i, the 
Department df Water Resources, and the California State University 
and Colleges, must be exceedingly IBiverse in niature. This diversity 
poses the potf^ntial for campus activities and expenditures^, to be 
translated frpm'an internal nomenclature that accurately reflects 
educatipnal activities and costs, to an external structure that may 
be inconsiste^^t with the original activities and* expenditure's. This 
report has cl/eirly demonstrated that translations of campus-based 
activity and expenditure data between accounting systems can result 
in losses of precisions and accuracy. XSee the discussion! of the 
impact of methodological differences upon data accuracy in Chapter 
I.) Such' .^Losses are minimized where translations "are peiformed 
between similar classification structures— -e.g. , between -damp 
systems aad the NCHEMS PCS—but would niridoubtedly' increase as the gap 
between, the basic foundations of the two classificatiq^|;tructures 
widens--e.g. , between campus systems and the Stati^Prel CFIS 
structure. ' If cost comparability among all State agelfnes is the 
primary intent of the Legislature, and if the CFIS accounting 
structure is to be the primary vehicle for such comparisons, the loss 
of accuracy and precision resulting from translations of campus data 
to the CFIS structure may preclude many valuable inter- and 
,intrasegmental comparisons. If however, the Legislature's primary"* 



interests lie in cost comparisons among postsTecQnd 
iastitutions and segments, the cQj^^of- instruct^ methodologies 
outlined in this report , and th^pafe^ <>f vNCHE^ should . be 

considered as an alternative tp, <>^yj)^'^jnj^^^ CFIS 
program^;-' ' ■■■ ' T • " • 



■4 

i ■ 



■I 
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CHAPTER V ' . ; ; 

FINOINOS/ CONCLUSIO^^^^^ AND' RECOMMENDATIONS: j ^ 

iNTOpDucTioi^ . ; r 

This ^report was commissioned as a feasibility. study"oiie designed to 
evaluate ^alternative rtean? of developing : cost-of-infit^ctipn data. 
It has described thfe uses of cost data irf other states, and has 
reviewed California' s earlier experiences in using cost-of- 
instruction data. The report also has described various cost-of- 
instruction methodologies, identified alternative methods of 
producing cost -data, and i^ociunented the implementation and ongoing 
operational costs of each alternative. Finally, it has examined some 
of the forces that have a peripheral effect pn the use of cost-of- 
inistructibn data in California; the CFIS program and the discussion 
of limitations^ on the use of cost data are two such examples . ■ 

. . /• ' . ^. ■ ••• ■ • . . ^ , 

The Cojnmission considers its charg^ to examine the potential 
~ usefulness of cost-of-instruction data for public .postsecondary 
education Jias been, fulfilled, and that attention should now 'turn to 
determining both the des^Lrability and utility of employing such data 
as an agent for fisqal accountability and policy review^ 

The" remainder of this chapter documents the Commission's -findings, 
conclusions, and. recommendations. The following • three . sections 
syntiiesize the discussion, that appears in prior Chapters / provides 
concluding statements about the relative merits /x)f, the ^cos't-of- 
instruction alternatives presented in Chapter V, and sets forth 
three recommendations for future action. 

Findings : V 

*1. The experiences of states which have implemented cost-of- 
instruction programs have been mixed. 

. ' y\ a. Few states appear to have realized all of^their original 
objectives for cost-of-instruction data. 

b* Some states have,, employed cost-of-instruction data for 
inter- and intrasegmental cost *^^comparisons while others 
• have specifically precluded th^e use of the data for this 

■ ■putpo.se.^"'. 

c. Some states I havq used cost-of-instruction data for budget 
preparation and review only, others for campus based 
planning and management only*; some have; used the data for 
. both purposes . 



(1.^ entity responsible for deveioping, 

P^lishiixg, and using coSt-bfr instruction f4ata varieij 
' y dramatically among states ; tie most ; po^jpUlar choices have 
/^^^ branch staff , laoa'Xommissions,^ 

; of Regents/Triistees. ■ ^ ;^ 

'i^^^^ the states that have implemented state- 

/ V V level, <r9^"<>f'*instructio|i program 
: ■ iencedi difficulty in ifistablishing coat gomparabiclity . \ 
-Standards/' ■ ■ ' . 

f^ Most; states which V embMced state-level; j cost-ofr ; 
. , ; instructi^ required longer implementktipn 

time periodisMylx^ anticipated* v ! 

\:^'Ki:'fi''''- Only t^o of ttoe thirty-one states^ resppiading to the 
; V Commisjsibtt's; survey prepared full cOst-of-^ins;tructioh data 

these xiata 6n a biennial, 

.V;.^"--'v • ■'^r^:-: r.^'V} ' ,:':-;'..v ' ' ■ '■ V ^ 

2. Macr^ of 1^ problems attendant on thle^ develop- 
; ; ment^ of cosd-of-instructioa data have been resolved in recent 

years, but methodological problems are still a factor worthy of 
' consideration. Considerable progress has been miade during the 
; / last; deqade in the development of survey instrumisUits , in data*^ 
/ : - 8^ and in supporting' data ^irocessing 

, systems-. Even with these in5>rovements , however, many data V 
collection and information processing v obstacles must be 
oyercome before useful State-level , cost-of-instruction data 

■ tan h^ developed^ ' * . * . * 

3. fmictipnal differences^- those attributable to the "personality" 
v iV^^ to present a major obstacle 

■ p ;vt0 Tn California, many of 

dif ier-ences . were • treated by i^e 1960 Jlagter Plan, ^which 

among - the 

: ; public ^eg^jats.^^^^^^^^^ aE«t o^ formuia^^^ 

V : -haye been^^^^^ be, /^developed iji t^^ to 

deal with ^|in differences betwe^ - and'Aambng insti-^^^^'^ 
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tutions. 



Cost-of-instruo|:ion data haVe not provea>:t^^^^^ a^^pauacea f or 
fiscal aid pirogi^^^^ rieview ills. When. properly deye^ 
applied, col^t d;aia have provided valuablei ^nsig^^ 



similarities and : cjj^ferences among institiitjions .^^^^^^^^ Y V ; 

caimot, however, albne^. ; To be usefo^^isi; i ^ cost?^ 

tnnl - -rn«f^/^f.^net.*^»^f»iinir data mt^st be uVe^^ 

<fes<;rii)tiye quantiii^ '^^^^^^^^^^^^^ 



tool , rcost^of -instructibdr 
additional forms of 
quantitative' inforiqatibnv ''/'v '"^ ■•■\A ''y--''-'^yr 



• Cost-eof-instruction data can be an exceediugly yaliiable^ b,ut 
potentially debilitating^ cpmmoditiy, T)ie j^ssibility for 
misuse pf cost data, and par^ticularly cost-ofrinstruct 
in v^he forms described* iji . this \;report/ i significant. Care 
must be exercisied in ^the development andt^j^ of* these data to. 
ensure that they are ^dfcpfbyed l^y persoM^^^ 

data'^ uniquevcharacter and naturfe^.and whp are able to view the 
data ii. theit proper perspective. ^ ' * 

Under optimal circumstances, cost-of-instiiiction data describe 
only one-half of the cost/benefit equation, Since the benefits 
o^ many postsecondajpy^ educational activities: ar? ^rarely , i^ 
everVquan^tifled, .there is ah ^inherent tendency to assume that 
;all benefits are either eqiial, or roughly equivalents^ Cpst-of- 
instruction^ da£a can play a meahiiigful, role as an ak^jrtic tool 
only when both the . costs ' and thi^ benefits of th^ educational 
activities to be studied ar6 given eqiwl treatment -V ' " 

Cost-'of-instruction data^ a-s described in this report, measoire 
averajjg costs. Many iegisiative^ executive branch fiscal 

^^^^^iiP'^s are conccyr^d ^m^^^^ wi^h marginal r^cost^/ ; While . 

^^ra^ge«*ccf:St data are a valuable, and necessary precursor to the 
developipierit of margi^al-pps^vii^formati averagej^d^st— data^ 
cannot Jlay a meanirigf^ii inv marginal- cost/benefit ^ 

decisions. '-.-/''^ '-{..■' ■ ' 'v ■ - ■ . . ^vN^ 

-^^ ^ ■ 

' Mhxch of t legislative interest in ^cost-of-instruciirion data 

^identifi<Sd by the Commissiotir.OTpearg^.to^l^ by 
the California Fiscal^ Informa'tion System (CFIS),p under 
development by tlie State Department of Finance. While some . 

;pottions of the cost-ofrihfprmafcion' pifogram de in >this « 

report- are congrueiit with the CFIS prbgram,^ ^^ areas of the\ 
CFIS program warrant further legislative considerat^ion^^ 

a . . . The degree to which :Co'st comparability among general^ T 
gbvemmehtal- agencies land public,.postsecond^iTr !educat^iohal^^^ 
.ir^stitutions 3houl1^p^^. emphasized at; the expense of cost 
, comparability between/ among the public • 

,vb. • The degree to 'which: canipus cost and activity djeita "will be 
dlLStorted by^ translation; 'of campus d^t a to a State'-leyel 
accounting system: designed to facilitate Vcb^t^P^^^ 

. , ity 'among general goveriimental agencies .i K^ ;^ 



.:,Concl us^ns ■ ; \. 



. Determiiiing i , 



■4> , 



; . Thit cost-of-*i^n^t^ that exj^bit ojptifflal 

. feenefit relationships are Alternatives 2B/ and 4B/ Under tn^se 
alternatii^es, costs rpe#?^^ by level of^^instruction 

. . (e.g: ,^^^^^l^^ upper, division) would W^ <tevel6p€i4 at the 

segmental 'lie ve on; an a^ual basis (No^^nstitultional breakdowns 

^^.^ w^uld. be provided- ) Ti^ieVone-tiiD6 ijupleme^^tatioh. cos 

alternatives would be $3,705 ,9QQ :a[i^ The 
axm^l^ operational' cost fors^ ^^^^^ alternatives would be 

-^,229,800 a Even tiwugh tiiesfe t^^ 

alternatives represent the optl^l cost/benef dlt ^ solution, the 

, CptiBnissibn has cQiicluded that thefpotentia^^ to be desrived 

frcjip the data are not justified by the^ do'ists of its .pr€5).a*atibh^ >;The 
Conunlssion believes that inost of ihe^jcost data deyelojped under these 
alteTOatiyiiSs are^either pr^ fiscal information 

supplied to the Departmen^^^^^ af routine ba^J^s, or can be 

^ developed or extracted ;^pm existing information at costs far lower 

■ than -thos J. cited an- Chapter ■ ■ ',] '■ ■ ' ■'*^ '• l^^v- 

' The Commission has further conclxided that the cost-of-instructipn 
data developed under Altiernatiyes 2^ 4B ^uld not adequately 
address- a ; substay^tial p of thfe. '^egj^atiyp;/ objeqtives 

. describi^d in Chaptei even if>^^ could be .^.obtained at a 

greatly reduced fcost. . data mi^ht be; valiitble first steps- 

• : in the^deyelopment of a State-le^.]^ cost^of/^in^tifffction. pr3gram> 

. they labk a numbei:, of important characteristicia^^ by 
academic dig^ipliaie,i^by canqius), and %re developed at too high a 
level of datf aggreg;ation (e.g- ,* segfa^ntal lej^el only) to meiet the 
Gommisision' s interpretation of the .legislature * S interest in the 

y data^,-^ ■: / -f:- ■ ; yK:^--- \ ..^^.v-. . ' ^.v ■ 

^ Co^idering other Alt e^^atiw ; j ; 

r Of the four remaining alternatives, • the Commission has. concluded 
th^t AlterHatiyes 1, 3A, and 4A do not fepresent viable res]gpnses to 
\ the Conmiission's interpretation of the Legislature* s. objectives. 

-V Alternative: i, while liiexpensiye iir compaf ispn to the others pre- 
sented , i results in cost-of-instructioii J data of extremely limited . 
utility. F eo^t data similar to those that wbuld be collected 

under Alternative Ifare annually in the Governor* s Budge(fc 

for the four-^^r pul) ^ 



* ^^^^Be. /estimal^s were prepared by * the . segments at . ^he 

Commission- s tequest. The Commission ; has not audited: these 
V estimates ^or acctirac^ or- compiet^nessv- 



■'■ - r \ ■ ■ :■ ' • • '• • •/ . • ' . ' ■ •'■ 

Alterative 3A was eWminated fro consideration because it V 

• hac^ttie^^ distinction of possessing high implementation and 
, prigoing^lierational costs Capproximately,^$10 million each) , whil« '-'l^ 

usefulness to legislatiy^- 
.:; W executiv^^,; atfcd ' S decision' makers . The primary drawback of 

tJ^^ cost "data d|||yelop^ is that they are 

, ^eye loped ^n t^e basis, of th6 direct cost per credit unit ^Jtaken by . 
- 5^tiiiient m0o:^ and by level of student. >The Commission believes that 
. Su^^h^ata are subject to considerablie inaccuracies due to the aI 
/ vagSi^es : of " the .ways in which student^ select and report their 
majors. If 'developed, these data would undojabtgdly be. useful 
i^^fcS^rs of student patter|LS ^ but the .Commission ' 

. . believes similar data can be obtained fr6m pther, TessV^xpensive, . 
.^-i sources ;f^^ the Legislature indicates a need fo^r sijch information. 

Alterative 4A ^as. eliminated from consideration for similar / 
^ reasons. Under this altelixative the full cost per credit tmit taken 
* by studeht iaajc^r and by student leiy^l would be reported. TKese d^ta 
^ are subject to I *the same inherent ifailings ais thos^ ^des^^ibed foV • 
^ : AlJternatiYe 3^/ with tl^ added, burden pf increased methodological, ; 

error^ due to the procedures used to allocate qvetheadcosE^ to ^ 
ift.^nstrUctaonal^ * . ^ ^ ; ^ 

Of^he six alternative^ tlis[cussed in this refiott, Alternative 2A 
; ; rep5^BS^ the d^ta S^t that agrees with the tCom- 

r: \ jiissi^^s^ inte^^^ for these 

^ ' jdatav Ih^ cost |fita d6yelppedVunder thi^ , 
* : ■ the : ;direcifc cost per : CTedit ^ uzixt taken by campus , f by^-ieyel of in- 

strTictioir^(|i . g . , lowers division, iipper division) , and acadeniiic ♦ 
^sci^li^e.^,Alt^r^^ not ^' identified aii the "optimal" 

alternative^iecaUse of high ^^^i^ ($6,181,000) aiid ppef- ^, 

atin§ ($4^18v800) cq^ as^; estimated by the segments'.; Howevei^i^ 
this ^^ernative ji^irovi^ :^est blend of data flytality and^ ^ 

quOT^tity, g^^n tljp Commission' |vitassu]^ |ibout the Legislat^jKte 



;-^"::B^olving5 . . - _ ■ ' ' . ' *' • ' . ' ■ - ■ ; 



In |^e|>aring tHis report , the Conm^ssipiii^ developed a statement of its 

under^tandi^ of^ the Jt^islature#s^^|^ in costg^iof-inslfcruction 
-^data^: ;^ TM;#st^^menti^lr^ interest ai^as 

Wiis^pre^^ reviewing prior le^^^lktiye* directiy^^ ah<4 the 

0xperiences of other ^tates i? that deve^o^^^ 

cpst-of-iia<^tructipn programs;, enipicj^e^ by :£he 

' Commission i^esulted ^inf a broi^ statement of leigi|^lat*^ 

it was/biasVd upon an inqprecise'^^n^ of the intended uses of 

the data. ^ Further study of legislative (and executiye) b^nch deeds 

and a*' clearer statement of the^htended us^^ 



a- 



7,. 



. ' ■;. -65-^-. . -4. * 



undoubtedly result in reduced implementation and ongoing opera tioBial 

costs; . . 0.. ■ ■ ■ ■ ^ .". " ■. . ■ ^' 

Reicbmraeridations / : 

■ .:. . . ,. ■ • ■ ■ ."" ■ \ ■ , ■• .■ " - • . . 

X* The Commission recommends that the Office of the Legislative 
AlSalj^^t, the Depfl^tment of Finance, and rei^rese^tatives of 
legislative fiscal committees review the cost-of-instruction 
alte^^xatives described in this report to determine which of 
these^ alternatives, if any, would be consistent^ with^their 
need3 for these data. * 

The Commission recoranends that, in conducting this review, the 
. implementation and pngoing operfational^Bt estimates provided 
.^by the se^ents f of each cost- of- instruction alternative be 
^examined, td determine if further specificity of the need' and 
intendia use of the d^jta would result in reductions^in these 
^ost^^ or reductions in ^dtter costs that emerge due to the 
elimination of reporting responsibilities for selected existing 
fiscal data. 

■ . • . ■ ■ ■ . V • : :■ ■■, \ ,^ ■ ■ , . . : 

3. The Commission rec6mmends that prior to implementation of any 
cos t'-of- instruction program a sepalrate review be undertaken by 
'the Office"" of the Legislative Analyst, ^ the Department "of 
Finance, and representatives of legislative fiscjil committees, 
to , determinpj^^the'^quantities^nd qualities of fiscal data 
currently requested fro^the public serpents, wi^ the intent 
of identifying- information^requests tl^^ftv^^^ either redundant 
or ''of marginal Usefulness in fiscal reviW^^^^ 
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' FOOTNOTES 




^he Commission> acting in cooperation with the SHEEO/NCES 
Network, sponsored a nationaL survey of the^ use of cost-ofr * 
instruction data in other stjates While 31 states responded to 
the survey, f ew proyided significant insights into fchy t^heir 
state decided to embrace thercollection of cost-of-instruction 
: data. Many states were reluctant to discuss either their ^ 
. motivations in embarking on tljie pursuit/ of cost data, the ' 

constituencies to be^'serVed, or the results they had expected to^^ 
•realize.'., 

2/ Procedures for , Developing Historical Full Costs , National 

Center- for Higher Education Management Systems, September 1977, 
■ J- p.- 1.13-X-14- • •■. ■ ' ' ' ■ " ' 

■'' ' ' ' ' ' . • ' . • ■ ■ .■ • ' ■ . . ' 

3/ Cost^ Information and Forniula Funding ; New Approaches ; "The 
Uses and Abuses of Cost Information," April 1979,^ p; 7. 

4/ Planning , Managing > and Financing in the 1980s , Proceedings of 
the 1977 NCHEMS national Assembly, November 1977, p- 91. ~ 

■ ■ ■ - : ■ ■ ' '. \ , * , ■ ■. , ■ ^ ■ 

\l Cost Information and Formula Funding ; New Approaches; ; Apijil - 
- 1979, p. 32. 

PS-Postsecondary Education in New York ; Vol.' 7, No. 4; Fall 
1979 i p; 3. 



Annual v iReport of tTie Director , 1963-64 , p. 10. 
Ibid. , p^, 11.-; ■ ■.'\.;'' / f^-!'. 

9/ Ibid., p. 11. ■ 

10/ Volume 21, No. 5, of Ways and Means Committee's reports to the 
-. ■ - Assembly. 



11/ Nos. 66-^14, 66-16; 66-17 and 66-^31.^ - ^ . 

12/ November Report ofi the Level of Support for Public Higher 
Education . CCHE report No. 67-186; December 6, 1967. 

I3>r The incompati|)ilities bWwien "bt^s 

accounting ^^s terns were documented in a Commission report-- 
^ published i^farch 1980— entitlec^ "State Budget Formulas for 
Declining, l^ro in California's Public Segments of 

Posts eqon^ajStTr Education. " Specific^ intersegmental accounting 
differenices appear in App6ndi:^ E of the report. ' 



14/ Program Classification Structure > Second Edition , Collier^ 
, rL-U.J^ f ISlatioxial Center for Higher Education Management Systems, 

■ •■ ■ . 197&. ':" . /, \ .., ' ^ :"\ ■ • , .; ^ 

15/: A review of the program elements used for UC and CSUC in the 
. ^ ?,>. GQyemor' s Btfdget appearing in Figure 2 and the structure of the 

■ v;:'^ PCS (illustrated in Figuf e 3) clearly indicates the prima facie 

compatibilities of ; ^e two a c countiiig ti sy steins. While 
. differences exist bet^ween the two, four-year segments in the 
BBdoner in which accounting data is recorded, the basic struc- 
tures employed by both are nearly identical to the PCS. 

16/ For the purposes of j^is report, "faculty" includes senior 

level administrators (e.g. , chairpersons, deans, assistant ^ 
^ -"^ deans).. . ■■ ' 

17/ For the purposes of this* report, faculty "salaries" iaclude 
' direct salaries, fringe; benefit^ retireiiaent contributions, and 
allvother forms of formal renumeration. . . -r^ . 

18/ Faculty Activity Analysis ; InCerpretation and Uses of Data, 
Romney, L.C. and Manning, C.W., National Center for Higher 
Education Management Systems, 1974. " 

19 / An example of data arrayed in accordance "with the PCS appears in 
Figures 2 and 9 . 

20/' The differenfcSs between direct, and full costs are quite 
important. ' Direct costs represent only those costs dealing 
with providing academic instruction. In general, direct costs 
^ document faculty salaries, benefits, etc. , departmentail^ support 
(e.g.,^ secretaria'l support, misc. supplies) , and a limited 
amount of ^ "overhead" costs represented by the department 
chairperson. Full costs include all costs covered under direct 
costs f^ius all other forms of campus support. Generally the 
costs of the library, academic/administrative/executive 
administration, plant ^pperation^. et al. are included in the 
■ congjutation of fulJ costsf^ Conaparisons of dfrect costs ^tend to 
be comparisotl^; ^rof th^^^^^'co^t- of tie faculty" providing 
instruction while cdit^arisons of full costs represent compari- 
sons that include both ^f^^ costs and campus overhead costs. 
' ; There ^exists substantial disagreements between educators 

regarding which measure iJfost '^cciitately^^^'^^ "true" costs^ 

\ of-instfruction. 
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'APPENPIX iV,- FINDINGS AND -RECQMMENOAt IONS 0F TrtE'l972 C^IHE'ciiST 

; •-. .. .STUDY V; v \ 
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■■■STUDY • ■. ■.■■■■- ■■■ " ■ ' -' ' • ■ ' ' ■"■ 
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APPENDIX D'- COPY OF TfiE CQST-dl^-lNSTRUCTlbN QUESTIONNAIRE 
ACMINrSTERED By THE SkEE6/ifG£S^^*^ 

APPENDIX E - TABtiATION OF RESPO^SE^^ TO the' Ct^^^ 
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APPENDIX A 

FINDINGS AND RECOMMENDATIONS v: 
OF THE 1972 CCHP COST STUDY; 

■ ' 9 . • ' ^^'-^ " 

This is the first in a series of annual reports that will determine 
the fiMlI costs of instruction in public higher education in 
California, as required by SCR 105 of the 1971 Legislative Session, 
^pie report attempts first to. define the phrase "the full costs of 
instruction", which in the broadest sense can be interpreted to 
include a variety of social and private economic costs such as 
opportunity costs, foregone earnings of the individual' student, 
foregone tax -receipts , and others , In the narrower and more 
practical sense j the phrase can be interpreted to include only those 
costs that represent" expendituries incurred by an institution in the 
form pf capital outlays and current operation^. This report is 
limited to the analyses of those costs pertaining to current 
operiations for the 1970-7L fiscal year,' \ 

The- report also attempts to set out the differences in the reporting 
systems currently used by the three public segments. Variations 
exist in the reporting of expenditures amonjg the segments due.' to. 
ftmctional dif ferencea, the manner in which the segments have 
defined various activities,' the way ,the segments charge recipient 
activities for services rendered^ se^m^^^ of the 

intlusiveness of the various funding sources, and other factors. The 
repoirt represents a^irst atten^t td allocate support expenditures 
to .the primiary progi-Ms, and for the two four-year segments, ta . 
apbcate expenditures to the levri of instructi^^n or of students , V 
^ Variations in the procedures for allocation are. noted: 

■ '■ ' ^ . " ' ■■■ ' ' ■ - . ' ' ■ 

No projection of costs has been made because of variations in the 
reported expenditures. Further, the data reported are forgone fis^^^^ 
year (1970-71) and, therefore, inadequate for deterroiiiiig ttehds^^^ 
Also , current budgetary projections /for the 1973-74 f iscal ye|r 
require a 1971-72 budgetary base. Council staff plans to submit -a 
supplement to this rejport in November with 1971-72 expenditure data , 

' Finally, through setting out the curteiit reporting differences among 
the segments and citing present limitatibns^ .the repprt identifies 
those factors or problems thit will have to be overcpme in future 
reports before the intent of SCR 105 

The mpr^l important findings are listed below, with staff ., 
■conclusions • ' - ".. 'V' 




With respec^ t.o;segmeii;tal reporting procedures: 



1 . UC and CSUC report current operating expenditures 
within the format of the Program Classification 

. Structure developed by NCHEIIS at WICHE. The; 

California Community Colleg^e^s repiort e^tfenditures 
^ within a§ object classification structure presented 

in the California School Accounting Manual , which is. 

also used by thte public . eiementary and secondary 

■ schools/ : ■ \ . 

2. The four-year segments do' not report like activities 
within like cost cent-ers. The variations in^ 
expenditure assignments within the Program . 
Classification Structure are no tied below: 

V a. The University recharges direct-ly the cost <?f 
" certain. support program activities to recipient 
cost centers, while the CSUC does not. 

/b. . Certain discxrete and like* named activities are 
assigned to different programs or sub-prbgrams 
within /'each segnent. That is , instead of 
reporting the expenditure of an activity under 
one subrprogram, it is distributed over several 
programs and sub-programs for that segment- 

. ' c. Definitions of activitiies are ^not. the same ; 
;between the segments; W' 

d. Expenditures related t6* certain activities, 
; * although reported in the Govexmor' s Budget, are 

not included within any of the three primary bry,^ 
* c four support programs for a segment. . 

3. The segments are not comparable in their reporting of 
expendituri^s by sources o£ funds. The greatest 
yariation among segments relates to those Vfund^ • 

: repx^eseiiting Reimbuirs 

With respect to the ailocation of support costs to the 
priimary- programs : : . ■ ' ^ ' ' ■ ' ' 

1. UC uses the recursive allocation technique, wHile^ 
CSUC' and CCC use the direGts^llocation procedure; 



. 2. ; CCC and CSUC allocated all support : expendituries to 
the Instru&tion Program, while UC allocated a 
prdportionate share to the Instruction, brganized 
^Research, and Public Service- Programs; 

• 3. . The University Calif omiai wais the-^pixly segment 

. ^ that jjrara ted expenditures assigned to Instruction to 

those sub^-prbgrM^ 
;. Academic (i.e^, Speciilc'Seas (For 

/ Cv; With respect the.; proration, of General 

Instruction ejqpei^diturefe;. amo 'the different student 
V (instructional) levj^s, ^ the sub^program 

: :v General Academic by Li&^l of Stijdent, while the, CstfC made 
. : / ^ aHocations by Level of instruction/^^^ . / 

0- : Vi^h respect; ^tcT reported segmental putj^it, aind activity; 

V , m^Ssiires ; ihe twp fdurryear sei5ment4; reported ou and 

activity measures .in terms of Weekly Student^C^^ 
. (WSCH), Student Credit Hours ,(SCH),/ and yFuUSTime 

V /Equivalent Students (FIE) , while the JcCC used WSCH and 
. Average Daily Attend 

Conclusions^';,-- \\\/ — , 

A. • *The date for^the . annual Council report W the Legislature 

• should be changed from June 30 to November 30 in order to 
match the purposes 6f SCR 105 with the? activities and 

^^^^ >\ required- for segmental budgetary 

V- •7^^;y'''i>i'eoP^J^ati©n.;.; • 

V %^,^' I^ future report a uniform basis; for linit-cqst analyses 
? ^°^^8 segsaents WilL necessitate the fallowing changes 

• 1- Eijjpnditures and measures of ihstruct^^ atid 
/ Acti^ tp be reported in terms of both the 

leyei of Student and Level of Ins tructi(i>n. - 

2 • Agreement needs t6 : be peached respecting the ^ ' 
assignment of activity expenditures to programis. in : 
the NCHEMS Prpgriam 

3* . Agreement . needs to be reached oh a conraion method 
(thr^)ugh the use of an equivalent allocation 
■'-^^.r^ * pairameti^r) for prorating support costs/io p^ 
"pfograjns.. 
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4. Agreement needs to| be r^eached with respect to the 
activities to be assigned specifically and uniquely 
to the thnee primary programs and the four support^ 

■•■*prpgrams-..-.. ■ . ^' . =" 

5j» Agreement heeds to b6 reached yith respect to the 
definition of a FTE student - ^ 

6* Agreement n^eda tp be reached with respect tp" the 
Dj'ethod for prbrating the' costs of General Academic 
Instruction, ^Oc^upitlonal/Vocatiooal Instruction, 
' Special Session Instruction, and Extehsion (For 
Credit) to Level of Student and Level of Instruction; 

. ■ ' • • ' ji^' . ■• ■ . ■ 

7* Agreement needs to be reached with respect to a 

^[ coiinon interim procedure for the. assignment of 

fatuity ind supp^ expenditures withiji the 

\ Program Classification Structure until the JNfCHEMS 

" Project Faculty Activity Analysis is coi^ 

8. The., California Commuhity Colleges need, to make an 
effort in their changeover to the NCHEMS Program ./ 
Classification Strixcture to . devise a method by which 
the Instruction sub-prdgram b General 5\ca^amic and 
pccupationai/Vocrational may ber reported separately . 

Agreement needs to be reached on a more comparable 
method for the|reportihg o " 




9C : APPBJPIX B. . ^ 

; FIM)INGS- AND Rgce^ 

;0F THE . 1975 CCHE COST STUDY ■ 
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V ^ . ' i^NDINGS AND RECOffl 

V ; . - ; ; OF TSE 1973 CCHE COST ^STUDY ... . ^ ' - 

^ The pare iiSrportant f Indingis ^re listecf bislowv along with certain 

•procedural and definitional changes, needed to be> resolved in the - 
, : teRorting of segmental expendituries *f or ..fiitute reports . These : 
; changes will; be resolved with a.dyice f rom the Council ^s^^^^ Ad Hoc ' 
Committee oh Costs of Instruction . ' 3" , 

* . ,-v . ■. ■■ V ' r.-- . / ■ ■ ■■■ ■ 

•■Findings- . -^^' ^^-./- 'y :\:\: ^ * . ■ 

; " segnehtal reporting procedures: 

r ; ; > ■ 1 . The .lkivi«^ of Califiii^ and the ;California State ♦ 

; V ^ : expenditures Withih: tXjLe^^iotm^ of^ the Program v 
: ' y - Claissificatio^ S^inicturie v^i^ve^^^ NCHEMS . i The f 

> * Califbtniav CcmtoM Coll)i|;ei reppit ; (expenditures 

^ ; . •) the California t ^^^ . Manual , whxch is 

■ ''^schools';-" ■ ' ■■■\ -^ ' 



2. . The fourryear segments^^^^^d^ hot Report like a ct^iviU 
V within :iifc^ Vcost centers:, the variatidiis in 
expenditiire;^^^ within : ^ the : . Prx>g 

Classifi:€f:j|fOT 

.^^M^l^^ ' ■■■■ . " " ■ ■■ . • . ■: 

" ' cost of ' ^ 

^pbrt projgram' a'G^^ , 
. ps , while the Calif c^ia State 

b^v :^Certain discret?^n^^ 

^ssigned to dif|63^ent /progrim^ 
. ; mthin ea^^ ■ segment. / That is; instead .df -'^^y^i 
/ reporting; tie expenditure^ of ' an^ ^ctivlty;^^u^ ; 
• vone sub-progr^mv^t 'is. distrit^ oyer several' 
- prpgramis and sub-l>rograuns fbi^ 

c. Definitions; of Activities ire. ,nbt the^sami" . 

■.■ --/between; the -segmehts-'/"-' /■..a '-r. ^ ' • ■ .. -^ ' ' 

d , Expenditures related to ^ certain activities , • , 
al.though|peport In the '^Governor's Budget, are 
hot inlfuded, within an^ primary or 

; support programs for a se^ent. : \ 
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•V p« The siegjufehts are not- comparal^e in their rejforting of : 
* \ exp^ditures b'y sources, of fundsV v 
''-^ variation among segments rel|,tes , to/ those* f uiids 
;cepresehting Reimbursements. /v^"; • , : ■ v 

.\Witti. respect^ to T;he^ ajlpcati^ .of . support co'sts to the 
priiMi^:prpgrams:i;, - . t V ■ • 

1. " the ^Univeisity^^ California ^us^s the . recursive . 
v V allocfation techiiiquis idule* . tke' Cij^if orni^ .; S^ate 
" University and Coli^gieis. an4 the California Cpmmunity 



.Coji;j.ege§ use the direct allocation procedure^ 



Oi^ toajie, : the^ Inist ruction 

V accountss. for 

: • 40 percent /oY>--^Ge^ , CampUs 

• P.'V ; ^ ,j^x^^ ratlile^ the other - 

; . -..L." f • ; ^ o^erx 95 pefrcenft ^^o^ their 
'i^^i e2j:penditureis jc^^ 

: ; V :j "C. - Wit reSpect to the . pro*ratibn of ^ General- . Academi\ 
. /f^ ^^v^;^ r^^^^ expenditures '^mopg. the di|ferent 'Studeijit , 

V ' ^ ; \ ^ Clnstnic^Lional) ieviels>' the University , alio cat;.e^(^; t^^^ 

V proigraim AGeneralr ; ^y bothf Level of , Student/arn3 . 

'^Lev^l of Inst:ruction,V while the ' Califoirjjiia ' St'ate' v 
Uniyersity ^1^^^ Colleges : iimd^ Level of . 

• . ; Instruction only . The i^Uniye rapt ty i^ed the ^ allocation 
* V' ■ of faculty and '"teaphing /assistants contact \o 

. aliocate costs teethe different. -levels Whereafs -^^ 

■ California S,tat^ ; Uiiiversity* and Co^eges'' -allocs .; 

■ , ■ , technique is based -upbja the production of Student Credit 
: ' Hours by^Level bf I^tructioni Both se^ents :use audirqct 

allocation technique*: \: v. - V . ' 

D*' With', respect,, to reported segmental 'output an<l activity ; 

' meas;ures, *the- two four-yea r;se^ents reported output and 
. ; y ' activity meaisures in terms of Weekly>Student Contact Hours 
(WSCH) , Student Cred^i Hours (SCH>,^^ - 
; \ Eqjiiykie^ (FTE) , While the *Calif brtiia Community 



Colleges used WSGH and Av^rdjKe .Daily V^ttei^da^ 
;mjqasur(esy:' "J'urther: '^ri^'' -^i^ " ' 



as 



1. 



'2. 



The/ methods ' used by^' the *seg?neift5 :' in ^£cujriul^0ng. ' 
Weekly Student^Cphtia^fct Hours are^^^^ V' 

iThe ; ftetkoids : used^^ th^e segrqic^his /in v'^^ 

Stiidenr Contact- Hoursv'at tffe Gia^u^tfte^ iWel' '^^^ 



incons3:6t:ent . 
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Implications forTtiture Report^ , ''-^ - ^ * ^ 

A. ' The date farf^jthe aju^ual Cg^cii repor^^^^ 

shotild be chlnged f rom Jln^^ 30 to Jlovemh^r 1* in orde'r to 
match the>pu^^p6se^^^ "of SC%^ with the actiyit'ies and ; 
information n^eds ^rej^ired^:; jJEor • siBgme|ital Jmd^etary ' 
^ ■'■ preparation.-" ■ ■ ^ ■ ' ' ■ •. - ■' 

• B* . In future reports, a unifbxm basis for- i^t-cost Analyses 
among the? segment^ will necessitate the following changes 
: in the. report xngy of seg^entaV ej^^ 

". • vv-; • ' ^ ■ " ^ 

^ . . 1. Expenditures and measures of instructioiral output and 

N» / J activities need to be reported in terms of both the 

' Level of Student anid Level of Inst^ctij^dn. " ' 

« • ; -.^ •, ^ ^ .v. ■ " , ^ , .♦^ ■ . t;. ■ -:. „•:. .-. 

. .2. ' Agreement fieid^s to be reached :xh ;,r®S§e ^v-|th^^ .^^^^^ 
assignment activity expenditures- to 'progr^ms^^^ 
JICHEMS Program Classiftcatjxjn Structure. ' ' 

; • 2: . •V. '' , ■ ; ' ■ ■ / •. • 

. 3. Agreement needsvto be reached on a common* method 
* ; (through the use of anv^uivalei^ allocation 

parameter^ for perorating support costs ..j^^^^ 
-a'^-^ ■ ' programs^', ■/ : ' 

4-' Agreement heeds '1:d be ^eacied with respec^i^o the^ "^^^ 

^ ^ V .^4^ and liqiquely 

^ ' to the three primaify. p 

■■ /■ * /"programsv : . ■>■. ' ■• 



Agreement needs to be reacheffl with jr'espect to the 
definition of a Full-Time-^Equiyaient student and also 
the methods used in accumulating Stuctent Credit Hbursf 
and Weekly Student Contact H%rs .^^ ^ 

. , Agreement needs to be reached: with respect to the 
^ method for prq^ating the cos^|^: ' of General, A^demic : 
Instruction, "Occupation^l/Voclltional Instruction,^^ 
Sfpeciai: Session Instrttcrtion, and Extension . ^^^ 
Crferftt) ^ to the Levels ^^oi Student and Levels- of ' ■ , ; 
i Instruction. ' . " - . : ; 

Agreemient ne^ds^ to be . ri^thed with respect^ 
' . 0 ; , common interim ^^procedure^^;^^^^ assigiimfeiitr <if 

' \ ^ faculty a44 suppc^rt perscxni^l expenditures with:^^ 

: . J * C ' /^Prpgra||, Classif i|ation Sti^ture .uiit;Ll. the NCH^ 
' ' . ;:v: 'project on Faculli|r A^^ 

\^ ^ -tiiis proj eet is co^leted , - /howeVer the^ 
^ ^> !Uaiversity. <>f California in ^u^Jure teppttsi , j^^^ 
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j ^ Califdar^a* State Uniyersity and C611eges ha*s done f^br 
this teport, should tak6 into consideration 
variations in^ . average slaries of » faculty when 
allocating expenditures to Vthe different Levels of 
Instruction and Student. ^; 

. 8. future reports, the se^nents should include within 

' Prtjposed^, expenditures any adjustments in salaries 
thai: are proposed or contemplated so that the unit- 
cost^ confutations are not .understated by these 
^ . amounts. . t 

9. w. The (^alifomia Community 'Colleg;es need to make an 
effort in their chanjjeover to the NCHEMS Program 
Classification Structure to devise. a method by which 
the Instruction sub-programs of General Academic and 
Occupational/Vocational may be reported separately. 

.10. Agreement needs to ^^e reached on a more, comparable 
method for the •tepOE^ing of fiindiag sources. 
■ - ^- \ ^ . .. ' ' ' ■ 

The ■ third annual report under SCR 105 (f ebruary 1974) indicated 
considerable progress Jiad been^^^ ^^n^ UG and CSUC systems in 

implementing^ the fornmt pf thie Program Classification 
develope d. by NCHEMS V .however, the Community Colleges continued its 
bid accounting s t rue tut^ which wSs not comparable. The 
Recommendations for Future Reports noted that the^tudies had gone as 
.far as possible in* detfenninii^ costs of inktRiction due to 
limitations imposed by data currently available. It set forth 
several recommendations to the Commission should it decide to 
continue the series. (See attached Section V, Recommendations for 
JFuture |teports) . • o 
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: i i^: THE 

The future 'of^ thes^ series of vS&Lual- reports will , of course, be ^ 
determined by th^ Porstsecondary Education ConmvLssion, which wi/ll 
assiune the Council*-s functions /3nd operations on April 1, ^97l! 
Within the- limitation imposed by data currently available, tl 
current report has p^robaWy goijp a's far as possible in ,detqbnnir 
comparable costs of xnstruction^among the three jftiblic si^gmenjts o] 
California hi^lH^r educatibnv '^r . * 

If more complete comparability i^|o be achieved, ^refinements^ of \:he 
current' reporting system jj^ 11 be ^necessary *and will requirifif total 
commitmeht by the^segments— a commitment ethat can only be achieved if 
they are assured that tEe resulting study will^be of ^enefit^in their 
budgetary / deliberations. This commitment will be particularly 
difficult, since the timing >of this qeport^anfl Segmental development 
of budgetary proposals>to the' Department^f Finailce coincide^ To 
date, this riport has beeitt given loweft pyi^^ .the segments. 

AnotheV obstacle tj( segment^^ some 
duplication of effort by De^prtment of Finance in its Higher 
Education Budget Project, whig^ ..is direct^, toward a budgetary 
proj^durf for the acquisition 9/ si/|)port funds , .and by the Council, 
through this .series of reports . The new ilommiission should reconcile 
these project^.^ jr ■ 

As indicated earlier in ;^e report, /f the Commission decides tb;- 
stress segmental commitme^ toward tlus.project, it will. benefit not 
only tl^ budgetary ,^rocets, ^>iit/a the Cfommissioik.. in its 
irespTonsiDilities -for program review--i{^rticularly when costs, can be 
dewrmined fcJt subject fields and/or student majors, 

Some of the major, areas of conem. that inhibit /expenditure 
""DpaxabiXitfy amiBng the segments were noted in Section "II and are 
repeated heief of emphasis. 

t ■ , - ^ ' ■ ■"■■■v ..■ ■ .... v.." , 

V * accounting and budgetary systems currently used by , the 

^ three segments So not provide data tha themselves to 

comparabirity. Jt is hoped tha^^^^ reports 
^ comar^biJit^ST wiUJ be improved as the isegmeiits begin to 
assign Sjimilar axitivitieS^'to the same prbgr^ : v 



Segmental procedures , in' the distribution.^ of Support 
Program ^activit^es to the Primary Prograni§!^are presently' 
-vnot comparable, as was noted .in Section If. It will, be 
..difficult to ,>achieye 'compara^lfe. allocation 'Jj^hpiq^^^ 
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until the^-segnents Va^siga^ a 

i^lassif icaffeioif StrmrtUre ifl 'a :similar matmeJ^;" ;^ ^ ^ ^ 

The techniqiies^ ubed for thef on:^^ • 

ejqpend^itures tO; thye levels of 

Student are not compiarahle;'^ ^Tg^™ tfie 
al]fcocatxon parameter ^ of- Weeldg^ 

while V the: ^ State Universlt^jt : Sllyiidegit: U-; 

Credit IJnitSv CoaiciJ staif f^^ 
Student Contact Bquj^s^ l^^^cause thi^ii^^^ 
represents the anfcunt ; i)f servicie^ 
ins titution andjyg^s ^ot .depeiati ujpbh SU:4^Q:!^1 
of the activit 



One of 'the^ grea 
is the presient f rac&; 
saXairy cost^ of 
activities in which 



Inivgene^ral^^ the segments have^^ 
ai^l^ivities 4>n the basis ^of f acu! 
budgeted. Faculty contract >;^s 




cl^s- to • achieva 
adequat-e met" 
j^d support i)^ 
njgaged. V "'^ 



^t^act^ * o r 0 f . now ts^em^m^i':^^... : ■ 
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thes^ ^ifecprds /do ; i^^'aiway^^^ 
division of effbrt^^ a^ acfc*vr^^ 



the 



0- 



of;;^'jf-a 



activity^^jfl^l^isis^ ^segments ^ 




i-'^fc^. .T'-.'-.-. : .v -^ ■- 



4& ./ 



C-2 






ERIC 





y.-^^ March 11. i^aO . 

'4:{ .- 

^' •^'f --^'^^^^ • 

. • "^^^ -j^ Cilifcrnia i^^^^^ each state develops aitd . . 
jl utipzas infpr.T»atldn ori^ of instruction. If you have existing information which 

would provide eniithtmsn t o be helpful if you could provide it 

to the Networ{4 Office. ■ • Existing information is material already developed and 

available, in OTder.tai-gypid im^^^ burden on you in response to this request, 

J'-^ ' '^^ your State presently develops cost off v 

; instiTjctiqn (c^ for public and/or independent institutions. 

^^v how often the^ta is prepared. 

5) . Eiclsd^ the- data are ^differentiated by level 

::V ; Existing; information' which indicates if the data are differeritiatsd by 
: discipline and/or program. , . - ^ • ' 

5) - Existing, information which indicates if the data are employed iii^" . 

, a. . budget analysis and review . . 

> b. program review 

c. faculty staffing formulae 

d. tuition and fees datermination . 

; . 6) Existing information which indicat33 if the data are employed by campusecs, ^ 
the legislature and/or/ the executive branch of govern m 

Please send any matertal or information which you might nave to the Network Qffice 
by Marrh 30, 1930.. Ail responses will be compiled and a summary r;?oort will be 
provided to respondents. Thartk you' veiy: much for ybUr cooperation in providing any. 
such informaticn. < ' . ' . m' 
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APPENDIX E . 

: TABULATION OF RESPONSES TO THE 
COST OF INSTOJCTION QUESTIONNAIRE 





w 

I 



Arizona 
Colorado . 



Connecticut! 

I- ■•■V' 

Florida 



Oi"'^''. 



Alaska Coot- 
nlssltm on 
Postsecondary 
Education. .;. 

Board of 4' 
Regents: r 

Colorado • 
CGanjssion on 
Higher Educa- 
tion 



Board of 
Higher Educa- 
tion 

Oepartnient of 
Education 

Comiunity 
. iol leges 



.State 

.'■Dnlyersity 



Kes 



No 



Yes 



Ye's 



Annually 



Annually 



Annually^ 



Yes 



No 



Yes 



Yes 



Yes; 



Yes 



Yes 



Yes 



No 



m 




No 








No- 


Yes 


Yes 




■ . 1, . 

■ . ^ ' 




No 


No 


No . 



Yes 



None 



Infomiatlon sy stem provides vast amounts 



of data-cost study>^erves as a basis for 
financial modeling systeo. , 



(Caveat-data not viewed as 
appropriate' level of fund- 



ing for quality, education) Canpuse 



Legislabire, 
Itovernol 
Boards, ' 



No data collected 



(Telephone 'respoifte-no additional infoni(tion. ) 



Enclosures:' 1. library Acquisition Fonnula ' 
/ ■ "^2. Library Acquisition Haintenance 
^ .. Formula 

^ V 3. Fowula financing for Libraries 
4. Fohiiula Finant^lng CooBiittee- 
. Physical Plant. Subcomiiittee 
,5. Small College Budgeting 
■ , 6. Guidelines for Reporting nr . 
' Enrol Inietits 

Ho data collected 



Enclosures: ■ 

• Camnity 1. Conaunity College Hanagement ' 
Coljeges,-/ ' Inforaation. System Procedures 

«anual, June 19?7 
/ 2., Tk.Coiiiiiuni^ College Program 
Fund JY^M, 19B0-81 

State VO, 1976-77 Expetiditure Anilysl^ . 
University State Universities 

Coranents: 1. Both divisions develop direct' ' 
and full cost data in coiiipli- • 
' ancewith 1976-7yegislative 
' . (directive .- '| . 
, 2. Cost studies based on NCHEHS 



42 



Idaho. 



I 



Iowa 



93 , 



er|c: 



State' Board 
oftducation 



Higher' Educa- 
tion 



Department 
of Public 
Instruction 
(Merged Urea 
Schools):. • 



Iowa College 
Aid Conbis- 
sion (Attach- 
ment: Board 
of Regents) 



Kes 



Yes 



yes 



Yes 



Annually 



Annually 



Annually 

instnlc- 
tional 



costs per studeni 



Student 
by. level 

Bienni- 
ally . 

i)n« '. 
costs 



Annually 

Instruc- 
tional 



Yes, 
per' 

costs per student 



student 
by level 

Bienni- 
ally 

ilfilt 
costs. 

'//I'/' 



Yes 



Yes 



Yes 

Cost 
per 



Bien 
nially 



H 

level 
Yes 

Student 
/in- 
struc 
tion 



by 
level 

Yes. 

Student 
/in- 
struc- 
tion 



Yes 



(a) 



(b) 



jc) 



(d) 



Data tod new to be useful to anyone, bow- 
ever, there is-sone internal institution' 
al use.' . 



Yes 



3ien 
njally 



Yes 



Yes 



Yes 



Yes 



Yes 



No 



Yes, 
vari- 
able 
costs 



Yes 



No 



Campuses, . 
■Boards, 
legislature, 
Governor 



Enclosure; I First Report 197j-78 

Connients: .1. Horic begun in 1975 

,2. A niodifled NCHEHS procedure ' . , 

3. Develops direct and full cost) ■ 

4. Not adaptable to cost corapari- • 

• ' .. . 'Sons among Institutions , y^i^iv; ' 

\ 5. Report cites six (6) Mta-.:^ ■ 

. : ^ t1ons.of data i'.. • 

■ \''- ' ' 
Enclosures: 1 1978-79 Acajeiiiic; Discipline Cost 

. ' .. \ , Study for Public Universities 

. v 2: FY .1979 Unit Cost Analysis for 

..J . .Public Comunity Colleges . 

V ,. 3j,_ Unit Cost Study Procedures, Han- . 

.1 . :' ual (Caiiiiunity Colleges) ', 

'Coorients: Reports suiaiiarize. direct and full costs 

: • y. ' by -level and broad disciplines :for:each 

^ campus ■' ; '[^ ., - . 



Campuses, ^ 
State Board, 
General , , 
Assembly, an( 
Others' 



Campuses, 
State Board, 
General 
Assembly 



Enclb5U(t:, i. Cos'ts of Instruction, FY 1978;;! 
■ ■ .; * Herged Area Schools . 



.■ / 



Enclosure: 1. Un)t Cost of Instruction :by Level, 



r » 



1978-79 V , . . 
Ccnnents: 1.. Compute cost per student annually 

2. Unit cost determination is, so' in-- 
vblved tjiat the effort ii expended 

■ only every ot'her'year 

3. Uses five (5) levels t)f1nstfuc- 

■ ,tion . 

4. Private sector has no , reporting . 

■ procedure . • .■^' ' . ■ ■ ■ 



I 



. 1 



(a) 



(b) 



Kansas 



■■■.■■1 



Louisiana 



w 



Harylahd; 



Wchlgai> 



Minnesota 



0 

ERIC 



Bosrd of 
Regents' 



Yes, 
)ub1lc 
l-yejr 
Insti- 
tutions 
3n1y 



Board of 
Regents 



$tatpgoar(l 
for Higher 



of Education 



Hinnesota 
Higher Educa 
tlon Coordi- 
nating Board 



Bienni- 
ally 



yes 



yes 



Yes 



Yes 



Nbi 



Campuses, ' ■ 
Legislature,, 
.and Executive 
Brawh . 



Enclosures: ].■ Thelevelopiiient of , Funding A 



'Yes 



Annually 



Connefits: 1: UseV ftu^^^^ 1evels.of jnstbic-* • 
'2/' Uses disciplines aggregated;to 



3: Uofliputes average dip^ expenditure * 
' per SCHi othep expeniitiires by ' 
fonnula .\ 



No 



No 



Aes' 



Yes 



No 



•No;: 



Yes 



Annualjy 



% >■■> ■ 




Yes 



Yes 



Enclosure: f . . Ratios ,of .Selected Reveijues. ' . ;'' 

y-- ■ ' ;• 

/ \ V' v*c6uht;^|nd■per;FT£/■:'^^^ • 
Codnents:.- ]. Costs based, bn t ant p.'expendl- ^. , 
.•■:v/VV;:;'-v,;tures:;dnly.:,;|^ ^/i 

No cost'.-detet|1nations by level ■.oft-J 

■ ' v i'-i^v; '^stuilent, le 

■ j;.^ * dlicfplfne, olPj)i:ograiii : ' * 



Mr 



Yes: 



Contoents; 1. ; Data <ol lected as p t' d 
budget sutnisHoh/:^^ 
, , T.tuttqns only^. ■ - ^; ' ■ ' 

/ Z, Costs^by:progr^(l^;()nly^^^ °v 

. 3. * State Board Tof^tort^^ 
. J. * s: ; affnually cotl&ts^cpst ^ata l)y' > ' 
■ program^ 'V,' ••■ ■•^•'^•v-; 



■ * • 



Yes 



Yes' 



Yes 



No 



No 



No 



State Bureau 
of 'the. Budget 



Yes 



/(nnualTy 



..:Yes' 



Yes 



See Coimnents 



Enclosure: 1. igSft-Bl Hlchi^n Hl,g^er Eiugtlon 
p. . • fxecutl4f Budget. fuifalng,Hodel ; 
foments: 1; A fonwliapproach-jdlstHbiitlng ".• 

: ' ^ fundlng pn the-basls of a iw^^^^ 
• .; i ?. The, model, erafljoys average cost. per ' 
: •, SCH.'by discipline, fiid leveKusIng :: 
' ■' V ■ :32 .bfoadly deftnedlwhiect areaji ;' • 
.. .A '. and l;leiifils ofrfnitrucflon .--i 

Conraents; ,.Three,:Separate 'agencies develop' Inden,'. ' 

pendent?cos,t'studlesi . . \y 
■ . l./,)|)1v6rs1ty-study used- ln b^^^^^ 

/aiialysls^ni revlew^and tuftlon ' 
* , / and fee deteijiilnatlofivby' the ."' 
A , ■ ■/ . Unlyerslty;^--:-^'::;^^,..:- 

. ■ Jocatlonal-TeChnical'M ,;; 
'study conducted by- Executive Br^ncii'; 
^nd LeglslUure. Data ijsed Iniy^^ 

.j!, ; ' state Departi!ient:pf Education:: ■ j^i 
.': , 3/';Coord1nat1ng Bpar() develops costlr' 
.". , IhforiMtlon for State^^^^ 
: . . ; and Coiiiraunky College .Systems. ■ ' 
■ . . ■ *:•■:,■■ . ■ Used In budget :analysls and^ review^' 

■'.f :-;,.;;'•■■■.■;'■■..- : .::.'■ 

■v'^^>^,p^l.v■^^i■:■■■■:^'^.: ■ ■ " 



I .« 



mssouri 




lb) 



■ (c) 



Hontana' 



Kebrasl^ 



Jersey . 



Hlssouri 
Oepartment.of 
Higher Educa; 
Hon* 

♦ ,. /. ■ I ' 

The Hontana • 
University , 
System V 



Mraska 
Coordinating 
COiilssion 
for Post- , 
secondary - 
Education 

Departiint of 
Higher EduM' 
lion 



.yes 



Yes 



No, 



No 



Coordinating 



tinder. Annually 
devel- or Biea 
opment nially > 



No. 



yes^ 



m 

m 



yes 



yes 



Campuses, ' 



— ; ; . ' , , . — — 

Enclosures: 1 . , Two letters describing procedures 
2. Report, .Budget Recofwdations* • 

• Fnsei. : ... 

Coinoents: 1. . Computes direct cost of Instruction 
. per SCH in HEGIS Z-dig1t discipline: 
categories . • ' 

,2. Primarily a budget fomiulation . 
'.process' 

System under development 



No 



:No 



No 



No 



NO 



No 




Legislature, 

Executive' 

Branch 



Cpentsi Data routinely prepared by each public'' 
campus and used internally 



'New York 

i ' . 

1 1. . . 



The State , 
Education : 
Department 



•No 



No 



No 



No 



No 



North Carolina 



The Univer- 
sity of North 
Carolina 



No 



No 



.0- ' 



No 



« ■ 
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■Enclosures: 1. Fonjula Budgeting for New Jersey 
:, Institut1ons;of Higher Education 
I The Faculty, Ratio System ' 
3; Student Teacher Ratios 'fopFY ST 



Coniiients: Budget formulas highly, refined used, to' 
■( generate resources for . instruction at 
J \ the senior public Institutions 

Enclosure: 1# (juirterly Newsletter, Fall.1979 • 
Comments: 1. Newsletter provides 4 years of data 
, on Student-related. Expenditures per 
FTEby Sector 4nd Type pf ins titu-- 
: ;tion. , Found to be useful but .. . 
' v' cautions reader, against any compar- 
■ ' isons 

Conent: Data. not collected 



Ohio 



Oklahoma ' 



■M:. 
I 



Pennsylvaala 



• 91 • 



Ohio Board 
of Regents . 



dklahoma 
State Regents 
for Higher, 
Education' 



Department of 
.Education 



ERIC 



yes 



No 



Annually 



Annually 



yes 



■yes 



yes 



yes 



yes 



No 



Ko 



Ho., 



No 



yes 



No 



6 ' 



Enclosure: 



Coiiments: 



Enclosures: 



► i^. Program Expend.! ture Hodels for> . 
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;, levels,. ■ . , • 
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Education, 1980-81 ' • " 

. . 2, Student fees; 19?^ ^ ; . . 
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Enclosures: 1. University Budget Instructions ■■■ 

2. Coniiunity College Budget instnie- 
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^ Collegfis and Universities,. 

Budjet instructions 
Coiments.: 1. Budget formulation documents 
' , . 2. 18. subject-classifications used; 
, . to project ne^d for faculty', plus . ' 
eight support categories of. expense, 
' I.e., administration, publ1c.,ser- 
■ vice, student services,,, pi ant oper- 
ations, research; support, student 
. financial support and independent 
. operations ■ • . ' 

. ..^3. Independent colleges and univer- 
,■ f -^'- sities contract with John Hinter 
Associates to detennine costs. . 
'These data are not transmitted to 
Board of Educatiop . 
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Appendix F 



A Sumnary of Accountinq 01 fferences Between the > 



.'University of California and "the 
California State University; and Colleoes 



(PROGRAM CLASSIFTCAnqN SYSTEM FOR THE PURPOSES OF STATE BUO 



updnNG) 



r 



Program . 
Classification 

Mnstructlon 

■ . Regufar • 
Health Sciences 
Suninef (Special) 

Session \ 
Extension 

Research 
Public Service 

Academic Support 



Student Services 



Seotnent 
(UC^CSUC) 

Both 



UC Only 
Both 

Both 



Both 



..Both 



Both. 



Teaching Hospitals UC Only 



Both . 



Institutional Support Both 



Funded Activities 

All personnel and'suoplies Involved in . 
formal instruction: faculty, teaching, 
assistants , instructional and suopoW staff ^ 
classroom and laboratory. supplfps , 
instructional equipment. , 



Soecific projects or droani zed units 
concerned orimarily with basic research. 

Appl ied orograms outside/the. reoula,r ' 
curriculum which are desitmed for' the'wl 
general public. . - . ; ' 

Libraries, audio-visual services, computina 
supoort, and ancillary suoport (clinics, 
. bureaus, centers, and institutes). ^ " 

^ ■ ■' ■■ • 

Heiteh^services within the five -hospitals 
owned by UC. * . , 

* -■ ■ ■ . " ' , .■ ' ■ . ■ ' ' 

Offices of admissions and records ,*cul^i1*al 
and social activities, counselina and career 
guidance, financi'al aid administration (CSUC), 
student health. services, supplemental t 
educational and leamina services,, 
. ■ ■-■ • . ' ■ 

Executive management, fi seal ooeratians ; 
general administrative services, looistical 
services, conmunity relations oberation and 
maintenance of plant (CSUC). 
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Uhiversfty of California and the 
: , CaTifomia State University and Colleges 

(PW^ CLASSI.R^ SYSTEM R5R THE PURPOSES OF STATE BUDGETING) 

' ^ ' Continued ' , -Sn- 



Program 
Classification 

Operation and 
Maintenance of 
Plant . ■ 



- Seoment 
(UC/CSUC) 

UC OnlyT 



Student Financial A^d UC 0nly2 
Auxiliary Enterprises UC Only 



5tj 



Funded Activities 

Utilitiies and refuse clisDosal, custodial 
and grounds maintenance, structural and 
equlcnnent maintenance, plant administration 
and fire departments. ; ."^ 

Financial 'a14 supported by. the student 
Educational Fee- * ^J" 



Monlnstructlonal services provided primarily 
to students in r^^rn for specific charges 
(hojwing, parklngv inter-collegiate^ athle^tlcs, 
food services, etc.). 



Independent Ooeratlons CSUC Only 



All a«i1vities that benefit students, faculty 
and independent agencies, but not directly 
related to educational objectives. (college 
union, credit unions, bookstores, food services, 
foundations, etc.J 



Provisions for - 
Allocation 



^UC Only 



Teiftporary accounts for lumb sum aporgpriations 
wfti^^ uTtlmately go; (1) from systemwide 
accounts to the camjpuses , ( 2) from famous 
accounts to operating programs (salary merit 
Increases and promdtions, reclassifications, 
price increases., employee benefits, endowment 
iJifeomBy'budgetary^avings, etc.) 



Extramural Pnigrams 
Sjsionsored and Other 
Restricted Activities 



UC Only 



PrlmaHly feiseajch pro jectt!. under contract. 



Energy Res^rch and 

Oevelop^lpt V UCOhly^^ 



Activities within the U,S, Energfy. Laboratories , 



iThe, CSUC Includes this-uhder "Institutional Suoport." - 
2TKe CSUC Includes this under "Student '.Services*" 

^These totals Include 'reductions mandated ^in Sections. 27,1 and 27,2 bf the 1978-79 
Budget;Act. These reductions are $15,430,000 for the University of California, and 
$14,050,000 for the. Catlfomla State University and ^Col leges. 

SOURCE: GovemorVs Budoet for 1979-30 (Sacramento, 1978), r 
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^Introduction 



In January 1972, the National Center for Higher' Education ^^^^^^^ 
Systems (NCHEMS) published the first edition of the Program CW ^ 
/ficatzon Structure,* it represented, the culmination of more than two years ' 
of effort in which representatives of all sectors of higher education worked 
CD develop a programmatic framework for looking at higher-education . 
actMties. The first editipn of the iVogram C/^^ 
was something of a landmark in higher-education planning and manage^ 
ment. in that it served as both a common language and as a starting point 
for "program-oriented" planning and management, Program-oriented 
planning and management focuses attention on the objectives being served ' 
in carrying out an activity pr expending resources. (By contrast/ organi- 
zation-unit-based planning focuses on the unit itself rather jhan the pur- . ' 
poses for which the unit operates.) Such ah objcctive-based"planning and . . 
management focus" is particularly important in postsecondary educatiori. ; 
where institutions exist to attain objectives related to instruction, research! i^ 
and public service. Therefore, .postsecondary education has. made 
increased use of such techniques as program planning, program budget. * 
ing. and program jwalu a tion. Since its introduction, the PCS hai been 
either adopted directly or adapted for specific purpcwcs by hundreds of 
Jiigher-education institutions, by many state-level planning agencies, by. 
most; federal-level educational-planning agM^^ and by institutions in ^ 
several foreign countries. ^ 

^•VVarren W. Culko. Prosmri^iiassification Structure, NCHEMS Twhmcal Report ^7 ' 
(Boulder. Colo.: Westeni lntentatetrommissro^ 1972) 

■ _ " ■ ■ . ■ . " •■* 

. ■ " : ■ ■ \.-» 

• ■ ■ ■ 
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WHAT IS TH| PCS? 



The Program Ciassification Structure is a set of categories and related defi- 
nitions which allows its users to examine the operations of a poscsecondary 
education instieucipn as they relate to the accomplishment of that insti- 
tution's objectives. Specifically, tie PCS is a logical franjework for arraying 
information in a hierarchical disaggregation of programs^ in which a ^'pro- 
gram " is defined as an aggregation of activities serving a common set of 
objectives. The PCS suggests that nine major programs are carried out by 
postsecondary-edHcation institutions in pursuit^ of their objectives (see 
figure 1): ^ 

1.0 Instruction ^ 
2.0 Research \ 
. -3,0 PubUc Service , 
4.0 ^cademic Support 

5.0 Student Scrificcs ' . . a: -^(^ . . s/ 
6.0 Insti til tionaL Administration 
7.0 Physical Pla^tOpcrations 
8.0 ^tudeht Fina^^^ Support 
9.0 Independent Operations 



The infon^a^on that,may be comnMmicatpd through the use of the PCS^ 
format includes information about the organization's personnel, facilities, 
activities, and . so forth.* The assignment of activities to the various cate- 
gories within the PCS shpuiii be based on either the primary intent or the 
actual intent of the program elemenf. The first edition of the PCS stipu- . 
lated that the assignment of activities and resources to categories^hould be 
made on the basis of **prinAry intent"* (i-e., the basic purpose or primary _ 
reason for carrying out the activity). This criterion suggests that if an . 
activity supports multiple objectives, the primary objective should be iden- ;^ 
tified and the activity classified accordingly. However; a more exact pro- 
gram classificaticnii .procedure would use the criterion of "actual intent." 
This criterion requires that when multiple objectives are supported by the 
same activity, the classification procedure should allocate : the activity 
appropriately ambrig all of- the actual objectives^served by the activity. The 
second edition of the jRrogram Classification Structure 
criterion as appropriate for ther classification of a^vities and resources.: In; 
one sense, the use of "actual indent * represents a moire refined and concise > 
picture of the programmatic utilization of resources, but either criterion* , 
will result in /urogram m/br77ia^2o^^^ 

,* The lowest level at which activities and resources are classified in this 
edition of the PCS is by type of activity. This is a departure from the first 
edition, in which the classification\scheme was disaggregated in the follow- 
ing manner: \ . f 
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PTOgr»ni$ 

l^ubprogran^ 

Program Categories 

ram Subcat^ories 

^ ^ Program Sector 

: . ; Program Elements 

In the second ediuo^. however, only three leveb of disaggregation are 
provided: ' \ s * 




or^ 



: i \, • Subprograms 

■ •■ , : ■ ■ ■ i. • , 

• Types of Acdviiy 

In this revis^ scheme, the subprogram is the lowest level W disaggre- 
gation that shows how the activities are related to olije<?tives. The "cypw-of- 
activity'" category, while serving as a further disaggregation of infor- 
mation, represents ^someWhat different dimension ^f information within 
the PCS and is not necessarily unique to a pai^iculW subprogram. One 
type of activity, in fact, may be^rried out within more than one subpro- 
gram. "Retail services and concessions,'* for example^, may be conducted 
both for the facuiVy staff (therebyxontributing to the, objectives of the 
Institutional Administration program) and fdr the-siukenb (Uiereby con- 
tributing to the Student Services program), y - 

^ \ ^ WHAT IS THE ROLE OF THE PCS IN 
M:\ ' ■ . ' PLANNING AND MANAGEMEjhr? 



The I^ogram Classification Structure has been desigriedrto^llow its users 
to relate information about resources and activities to the achievement of 
iiistimtional objectives. This is accomplished by classifyirig information 
witl^n i set of PCS categories that have been designed to reflect the kinds 
of programs that postsecondary institutions carry put to accomplish their 
objectives. ' . 



ERIC 



The role of /he PCS in' planning ari^managemenc chiis is similar co the 
role of programmacic information in poscsecondary edacaciott. The PCS is 
intended to s^e as: v . . » 



• a framework for the analysis of different types of dai;a 
f a startfng point for programmatic planning and management , 

• a common language "and^framework for describing aptiviries in ' 
postsccondary education! 



Fra^lewdrk for Data Analysis: Most data formats are data specific in 
that they are designed to serve the.uniquc characteristics, of one particular 
type of information (for example, personnel data, financial data); there- 
fore they ^ave'-limited utility .for analyses that require thofintegtation of 
several dinerent kinds of data. The PCS helps tb overcomC this limitation. 
In a cost analysis, for example, information about people, nnances, facili- 
des,' time, and^so fonh. must be integrated, but tKese data cannot be 
linked unless there is a single data framework that accommodates all of 
them, By focusing on prpjjrarhs, the PCS provides the analyst, with a for- 
mat for conducting such ah analysis. *. . 

The-role the^PCS plays in analysis w as follows;^ V 



Operational 




vr ■. ■ - ^ 








^ ^Crossover 




ProgiamrOHented ' 


Data 




. Mapping 




Data Structures 


Structures 




Procedures 




: (PCS) 



—Data Collection-^ - 



-i^alytic||S|^roccdu5CSr-- — Data Anal^ . 

This diagram points our ^at by definition analyjtical data and op- 
erational da ta** are different.. Qpe r ational data are collected on an ongoing 
■ basis for the instimtibnV operations (such as the accounting system \)r a 
student'data system) and ^are usually classified* in catc^gories that relate 
directly to organizauonal ^hits w^^ the institution. Analytical data (of 
which program-onent^^^ are obtained 

.after certain analytical, procedures (such as crossover or hi a p ping pro- 
cedures) ^re. perfpirriied on t^e ' opera tional data . For example, a f acul ty- 

. activity analyse can ji^ u^ by the 

resources us^ in yariqiis !<^cad^^ thereby resulting in ana- 

lytically derived progfam data.^W^ tfie PCS often is used to display 
operational datai ilt shc^uld berfViewed pnmaril^^ as a format for, the display 
of program data tha^ are .obtained through the use 'of analytical 
procedures^ -J /'Y,. .}i ^-^ . ■'. ' ^' • ■ 

. Starting Point Tor Proigrami/Planning: Thi; programmat|c focus built 
into the PCS also has made it ah important starting point (or prototypical 
model) fdr progr^Lin plannihg, program budgeting, and other types X)f 
objecdve-oriento^ planning and maiia^ement in postsecondaxy education. 
Use of the PCS |encourage« I one to look at institutional objectives and to 
consider how pn^'goes ahoiit combining resources to attain those objec- 
tives-r something ^hat ^^ important in a postsecondary education 
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enterprisie characterised by^ limited' resources. * Information foi:rriatted 
around the kinds of programs the institution is caijrying out might encour- 
age the uS4fr to look afspreral aspects of those pjrograms— its organization, 
its pcrformante. its growth or declinfc: and ids future prospects. Further- 
more, since programs often cut across organizational lines, for example, 
the process oF classifying an institution's operatiqrtal records in the PCS 
format usually requires sonle tort of program analysis. This process, 
generally referred to , as th,e "crossover proccsis." often results in as miich 
vakx^bie information as docs the subsequent analysis of the data. 

Common Language and Framework: Closely relaftd to the' program- 
matic nature of the PCS is the fatt that it provides a common language 
and a comprehensive and compatible framework for postsecpndary edu- 
cation. Since the PCS focuses on programs (which are. in turn, related to 
objectives), it can be used .as a framework for data from multiple insti- 
tutions regardless of differences in their organizational structures.^ The de- 
tailed definitions associarted with each Category also make it a ustful tool 
for ensuring the more compatibly collection of information. Therefore the 
PCS is often iisiiftf in the cpllection of data from multiple institutions as well 
as irt comparisW of data across institutional boundaries. 



WHY WAS THE PCS REVISED? 

It is safe to say that th*- first edition of the PCS and the structure jt de- 
scribed reflected the realities of planning and management in 1972. While 
the o?iginal PCS was a good approximati^on of a programmatic frame- 
work, it was not a conceptually consistent program structure since its 
developers were forced to make certain compromises in the interests of 
feasibility. . acceptability, and t)ie state-of-the-art in higl^r-educacion 
jplanning and managerftent at that time. However, that state-of-the-art has 
improved and both the lev^l of acceptability and the understanding of 
jprogram -oriented planning and management have changed significantly 
since 1972. Therefore, it is important that the PCS reflect-thosechanges.,A 
prime example of how the PCS has been changed to reflect ai more con- 
sistent program structure , can be seen in the revised Instruction subprp- 
grams. The 9riginal subprograms used a variety of different classification 
Sr^?^^'^' from.differences in the»:*subjea mincer'' to differences in 

^^V^^^^ are offered'' and differences in the "organizational uhit^'^ 

.f^^ courses. In the second edition, only rv§"fc«criteria.(de- 

Ste^l"^^ areas) are used in defining subpro- 

grams within Instruction. . 

A secQrid. equally irnportant rationale for revising the PCS is that the 
higher-edu^ltion enterprise also has changed markedly in the past five 
years. pi*^nrierS and,managers today dearwith^e^ programs in the 

broad context of:p<Jst5ccondary education, one that goes well beyond the 
more limited 4dca of "collegiate" higher education. Therefore, the second 
edition of the PCS has been designed to accommodate these broader needs 



by including more detailed, categories for nondegrcc ihstoictipnil offer-' 
ings. by outUning a set of categories for different kind^of i^i^crional de- 
lively mechanisim. and^byrecogt^ ^^^^^^^VScKe sales* 

op^ffetions of proprietary schools, ' * ' > 

A third change in the PCS was made because the multileveied structure 
in the first edjpon was found to be too detiiledf forfthe actual collection 
and use of data^.Thercfore. the. structure recommended in the second 
'edition incfludes only two leveb of disaggregation (program and si^pro- 
gram') with ''types-of-activity" categories provided, if idditional d^ail is 
needed. , ' ^ . ■ 

Finally, while thc^oncept of '^primary intent^'has always served as a use- 
ful^guide iif the classification of activities and resources in the PCS, many <r 
users felt that the precision afforded them by using '•actual intept" should 
also be available as a classification rule. Therefore, the second edition 
allows either primary intent or*actual intent to serve as the classification 
guideline. • ^ 

; As was the case in the development of the first edition of the PCS, an ex- 
tensive effon involving persons throughout postsccondary education- was 
cirried out to detera^ine what revisions were needed and how they could 
best Be ii:^ei5.ented. In many ways, the effort 'to revise the PCS has 

• formally involved even jnore organizations than took part in the develop- 
ment of the original PCS. The Association of American Medical Colftges. 
for example, worked with the NCHEMS staff for more than a year 16^ 
develop definitions and categories for medical-care activities' The- 
Coalition of AduU Education Organi2ations'(a coalition representing 15 
different adul^/ continuing education associations) appointedla task force 

.that spent almost a year expanding the classification scheme within the In- 

'^truction^ program to serve ad'ult/tontinSing ffducation nLds. Input from 
such organizations as-the American; Association of Collegk Registrar and " . 
Admissions Officers, tf* Association for Educational Communications and 
Technology, and the National Collegiate Athletic Associatfon was solidted 
and used extensively in developing the revised PCS categories and defi- 
nitions. A discussion of the changes that have been incorporated into the ' 
second edition of theoPCS^is included as appendix E. 

^ ^Yhile the revised.PCS is essentially the same, framework as the one set 
fprth in the original, .it is hoped that^the revised structure, the additional 
catjrgpries. and the more detailed definitions will be'tter sfew todiy's edu-^ , 
cational planners and managers. Ifis recognized that postsecondary edu- 
ca<iorf will continue to ^pjve as will the state^af-the-an in educational 
planning and . management. Thi^ edition of the Program Clasiification 
Structure reflects an attempt to incorporate the changeii nature of the' 
postsccondary-education entity, the existing state-of-the-art in educational 
planning and management, and the attitudes and needs of the prac- 
titioners, in 1978 and forthe foreseeable future. 



